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Buying, when vi ewed from the outside, 
would seem to be a very simple type of business. 
The buyer ' s task is to go into t he market and buy 
what his customers want at the price that they are 
willing to pay • 
However, the problem of the buyer is be-
coming more ~~d more perplexing and this is due to 
a number of f actors. Keeping up with the f ashio 
trend alonH is a confusing problem that is diffic t 
to cope with regardless of the buyer 's skill. Numer-
ous other f actors, such as general business condit n , 
the business cycle, and present war conditions make 
his wor k still more complex. 
The origin and development of business 
enterprise will be discussed, continuing on to the 
duties and problems of the buyer, which ~e shall see 
cover a great many diverse f actors. The importance 
of stock turnover and inventory methods will al ~o be 
treated. Then there is the determination of prices, 
a problem whi ch demands all the skill and a curacy 
that a buyer has t his co .mand. Next we shall o -
sider fashion trend~ ~hich ere undo btedly his o t 
difficult task. How to keep up with these trends 
is a ques titm to which all buyers would like to 
know the answer. Due to a scarcity of figures in 
regard to customer returns it has been impossible 
to adequately cover this matter . However, some 
figures will be shown to emphasize the problem 
involved here.· 
I wish to thank the following business 
people in Boston for t he spirit of cooperation 
whi ch they have shown: Mr. Segal, Assis t ?nt to the 
Vice President of William Filene's Sons Company; 
Mr~ Brodeur, Controller of William Filene's Sons 
Company; Miss Van Alm, Supervisor of the Training 
Department of Gilchrist Company department store ; 
Mr . Danielson , Buyer for Scott and Company, Limited; 
Miss Eunice Jones, Supervisor of the Tra ning 
Department at Jordan Marsh Company and Mr. Segal , 
Assistant Buyer a t R. B. Vfuite Company. 
In this thesis I shall deal only with the 
retail aspect of buying and even this covers a broad 
field. I shall confine myself to the topics which 
are, in my mind, of the utmost importance in regard 
to successful buying. 
CHP~TER I 
ORIGIN AND DEVELOPMENT OF 
BUSINESS ENTERPRISE 
The earliest traders were adventurers who 
carried on barter with strangers. Trading at that 
time was frequently associated with violence, deceit 
and freud. The Greeks believed that trade was en 
unworthy occupation, and their word for a retail 
trader meant the s~e as falsifier. Cicero held 
that no one could possibly be successful as a mer-
chant without lying and cheating.(l) 
The genesis o£ retail trade has been the 
fair, market, stall, shop and store. The stall was 
a forerunner o£ the shop and as early as 1189, writ-
ers mentioned them in London.(2) They were described 
as wooden frruneworks, projecting from the gables, 
racing the street, end used as places to display 
goods of£ered for sale. 
During the early part of the sixteenth cen-
tury the stall, in many instances, gave way to the 
shop. The shop was merely an open room on the street, 
(1) Brisco, N. A., Retailing (New York, 1935), P.l, 
Prentice-Hall 
(2) Ibid., P.l 
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protected by a shelter which was used to close it 
up when not in use. 
In the beginning of the eighteenth century 
shops of larger size were established. Many shop-
keepers sold only goods that they manufactured, while 
others bought goods and in turn resold them. 
The fair and the market were brought to 
America by the colonists. The first building to be 
constructed for a market was erected in Boston in 
1658. This was followed by the establishment of other 
markets in Philadelphia in 1745, and Baltimore in 1773. 
Fairs were generally held quarterly or semi-annually. 
During colonial days markets and fairs were a neces-
sity to the settlers. The northern and southern col-
onies were most instrumental in establishing the semi-
annual fairs and weekly markets. (1) 
During the colonial days the peddler played 
an important part in P~erica. He visited markets, 
auction places, fairs and importers, purchasing the 
goods which he carried through the country, selling 
to people in their homes or bartering for produce 
which he could sell to his advantage in market places 
or fairs. 
(1) Clark, V. s., History of Manufacturers in the u.s. 
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The peddlers of the colonial days were 
usually energetic young men who , after spending many 
years peddling, would settle down and become store-
keepers. However, before the close of the first 
quarter of the nineteenth century, peddling had passed 
largely into the h ands of old men.{l) In 18:36 a large 
Jewi sh immigration began in the United States and with-
in a short period of time the Jewish peddler had re-
placed the Yankee. As soon as he was able to amass 
sufficient funds he would open a store. Thus, many of 
our leading department organizations trace their ori gin 
to smal l stores operated by alert Jewish men.{2) It is 
an accepted fact that without the peddlers as distribu-
tors many of New England's industries would have waited 
a much longer time to be born and then might h ave been 
abortive. 
The desire to secure peltries and to furnish 
supplies caused the opening of many trading posts at 
headwaters of streams. Trappers would usually precede 
the actual set·tlers, establishing the trading posts as 
they went along. As settlements extended, these were 
either forc~d out or converted into general stores. 
(1) Wright, R., Hawkers and Walkers in Early ~mer!ca, 
P. 24, (Philadelphia, 1927), J. P. 
Lipincott 
{2) Keir, R. M., Manufacturing, Pp. 158-160, {New York) 
Ronald Press, 1928 
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It is said that trading· posts were frequent in the 
middle we.st as late as 1820, and farther west in 1850. 
With settl~ent, the trading post gave way to the 
store.(l) 
The general store carried a wide variety of 
merchandise. Early storekeepers would usually visit 
the wholesale centers two or three t~es a year, de-
'• 
pending on the peddlers to replenish their supplies 
in between these t~es.(2) The usual custom was to 
charge what one could get for the item with different 
prices for different customers. 
After the Civil War the increasing density 
of population was followed by the increase in the 
wealth of the average consumer. Thus the higher stend-
ard of living led to a desire for a variety of goods. 
A large assortment was necessary and the general store 
was not able to meet this situation; so there arose a 
one-line specialty store, such sa grocery, drug, end 
so forth. 
Following the Civil War, the changing eco-
nomic condition that was coming about introduced many 
. new changes in our system of retail distribution, the 
(1) Brisco, N. A., Retailing, P. 5, (New York) 1937 
(2) Ibid., P. 7 
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most important of which was the advent of the depart-
ment store. It came about as a logical consequence 
in answer to a demand for better retailing facilities 
and service. There have been many schools of thought 
concerning the origin of this type of retail outlet. 
w. C. Daniel declares: 
11The department store of today is the 
legitimat~ logical descendant of the general 
store of the village. The same economic 
necessity that gave birth to the village 
general store brought forth, in the full-
ness of time, the department store as well."(l) 
The department store began to grow rapidly 
at the beginning of the nineteenth century and was 
considered to be the most economical method of retail 
for urban communities. In January 1916, the "Journal 
of Commerce" stated that over sixty per cent. of the 
large and medium-sized department stores in New York 
moved or went out of business between 1906-1919.(2) 
The deparUment store has now become an established 
fact in our economic system. Its existence depends 
in a large degree upon the development of transporta-
tion facilities. The established department store 
will continue to grow in sales volume, and through 
(1) Daniel, w. C., The Department Store System, P. 9, 
(Denver) 1900 
(2) Brisco, N. A., Retailing, P. 20 
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- more established and rapid means of transportation 
it will be able to serve a gres.ter connnunity end a 
correspondingly larger number of customers. 
The following chart shows the retail trade 
by type of operation, including figures as to the 
vastness of these various store types. 
RETAIL TRP..DE BY TYPE OF OPERATION (1) 
1935 
Jstores 1 4201 l33llo7o I 756 I 492090 1468910 1966104 
Inde- 1 I ! 
!pendent 1 1711 12034945 1 
I 883101 1 Chs.in i 2433 
;MaLL-
1o_rder ' 
I 33 1 386101 1 
jl\11 jOther 34 1 6824 1 
741 337865 
11 116366 
I 37228 
1 631 
Mail-Order House 
334857 655671 
I 99342 217712 
I 34053 ' 
The chief advantage that e.-mail-order house 
eil"joys is its ability to buy in quantity and, accord-
ingly, more Cheaply. They aomet~es contract for the 
total output of a factory. The disadvantages of the 
(1) Statisticsl Abstract of the U.S.-, P.820, No. 838; 
U. s. Department of Commerce, l938 
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mail-order house include its high advertising expense 
along with the costly cs.talogues which it must put out. 
The large gmount o£ necessary correspondence and the 
routing in filling orders are also expensive. So long 
as merchants continue to be cold and impersone.l in 
their dealings with customers, mail-order houses will 
not suffer from the lack of personal contact. 
In the following charts I have chosen two 
large typical mail-order houses and have attempted to 
show the growth of their business in recent years and 
also the economic importance which has accompanied 
them. (1) 
(1} The ~Dalyst, P. 600, Nov. 2, 19~8 
SALES AND NET INCOME OF MAIL ORDER COMPANIES (1) 
Sears Roebuck Compan~ 
Sales 5s276ol4153sol355lsol32oo57 l2747os t27324913ls 
! I j I I 
Net Income 26908 300581 14309 l2176j_g.254411124~.5 
Percan tage I l , Net Sales 8.2 7.~1 4.0_ h81~-- I 4 .11 
-~- = 
-
-== 
(1) Thg_Analist, P. 600, November 2, 1938 
I 
OJ 
I 
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CO-OPERATIVE STORES 
"A co-operative store is one that is owned 
and managed by its customers, and its e_im is to reduce 
the cost of living by securing the profits of ~ddle­
men for the customers."(l) 
The co-operative store in the United States 
dates from 1844, when a tsi1or in Boston started a 
buying club for the New England Association of 
Mechanics and Workingmen. By 1853 there were 403 
stores in operation. Later, all of the stores either 
failed or becrune privately owned. 
It may be said th~t co-operative stores have 
not grown rapidly in this country due to the lack of 
good management, lack of co-operative spirit, leek of 
promotional activities, and the competition of private-
ly owned stores. 
We must realize that co-operative movements 
are still in their infancy and that great advances have 
already been made. In the years to come it is believed 
that co-operative stores will be our largest form or 
distribution. 
The following chart shows the -slow growth of 
co-operative markets in New England.(2) 
(1) Brisco, N. A., Retailing, P. 28 
(2) Statistical Abstract of the u.s., P. 615, (1938) 
Cooperatives in the United States and Their source : 
United States Farm Credit Administration . 
Assoc iations Estimated Membership Estimated Business 
!1936-37 1937-38 1 1938-39 1936-37 I 1937-38 I 1938- 39 I 1936- 37 ! 1937-38 11938-39 
Specified Groups No. No. No. No. No. No. 
Marketing $1000 ''1000 ! ~10001 
Cotton & Products 401 415 4?.6 341860 350000 315000 133500 11oooo I 73000 1 -
I 
?ooooo I ! Dairy Products 2338 2421 2373 I 656900 ! 650000 577100 686000 ! 610000 
Fruits and I ! ! 164000 I 3ooooo I Vegetables I 1104 1164 I 1116 I 1417oo I 168000 282_ooo I 273000 I I I I I I ! Grain I 2614 2619 I 2540 i 362900 l 360000 367000 l 397900 475000 I 383000 
Livestock 1012 926 826 I 549000 600000 600000 I 320600 312000 2800001 
! I l I Nuts 49 I 52 46 i 13300 15800 15000 12800 15800 14000 
Poultry and I I I I I 
Products 180 194 180 i 112500 106000 100000 72000 91000 78000 
Tobacco 14 11 10 I 912oo I 70000 66000 14400 13000 11000 
Wool and Mohair 139 130 I 135 79200 50000 60000 i 11500 11300 13000 I 
l ! r 
Mi scellaneous 300 368 362 65500 84200 i 69ooo I 55880 35900 300001 
T 
Total Marketing 8151 8300 I 8loo 1 2414ooo I 25ooooo I 241ooo0 1882600 I 2050000 117650001 
! 26oo I I 313400 I Purchasing 2601 2600 856ooo I 1ooooo 890000 350000 335000 
I l f I I I Total Marketing I ' I I I I and Purchasing! 10752 1 10700 I 3270000 I 3400000 I 3300000 I 2196000 I 2400000 I 2000000 10900 I 
I 
1-' 
0 
I 
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CHAPTER II 
MERCHANDISING AND THE BUYER 
•Merchandising has been defined as the buy-
ing and selling of such goods as are needed or desired 
by the shopping community."(l) Merchandise is worth 
only what it will bring under competitive conditions. 
Considering the fact that a small profit with a quick 
turnover of the investment in merchandise will bring 
a bigger return than the higher profit and slow turn-
over, stocks must be kept down to a minimum, consistent 
with its function of providing for all the usual needs 
of ~he store's customers. 
Good merchandising begins with the old 
proverb: "Goods well bought are half sold." No sales-
man can get enthusiastic over inferior goods and any 
employer who asks his sales people to get full prices 
for inferior goods is responsible for weakening the 
morale of his employees. On the other hand, well-
bought merchandise is a joy to every one connected 
with the store and each one feels that by contributing 
to its sales he is doing a real service to the customer.(2) 
(1) Field, C. F.; Retail Bt{inf, P. ~, (New York, 19~0) 
(2) Alexander Hamilton Ins itu e, Merchandisin~ and 
Marketing, P. 287, (New Yor 1919) 
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With the ability to buy well, almost any 
store is ensured a moderate degree or success. Ir 
the retailer is to serve his trade well, if he is to 
keep stock moving and expenses down, he must be a good 
buyer. Profits begin with successful buying. No mat-
ter how tastefully goods are displayed, how well they 
are advertised or how carefully the sales force is 
built up, no merchant can overcome the handicap of 
poor buying. 
To be a good buyer, ~bition and self-confi-
dence are essential. Tact and judgment give one the 
ability to deal with men and to win their admiration. 
Loyalty and integrity draw friends and associates who 
will support~ in his business enterprise.(!) Then 
in order to serve any community successfully the buyer 
must know its needs thoroughly. His own store records 
will give him a knowledge of the community which he 
serves s.long with the class of goods which these people 
would buy. When definite statistics are compiled from 
the result of his survey, he should be ready to answer 
questions as to how he will be able to buy ror his 
clientele to better advantage. 
(1) Field, c., Retail Buying, P. 5 
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A technical knowledge of the raw materials 
which are used in the making o£ his commodities and a 
£gmiliarity with the process o£ manufacture give the 
buyer a basis by which he may judge the finished prod-
uct. He must also keep in constant touch with the 
market, visiting it frequently in order to keep up 
with the trends. These visits will often result in 
getting better prices and will always prove of value 
in strengthening the relationship between wholesaler 
and retailer, giving the latter a better knowledge of 
merchandise trade conditions.(!) 
The merchandising agent must be able to suc-
cessfully determine to what extent it pays to adver-
tise and which medium is beat -- local papers, circu-
lara or letters. A thorough study of these possible 
methods must be made in order to determine just what 
policy will prove beneficial for his line of goods. 
It is one of the first duties of the buyer to see that 
the record syatam of the store offers a complete record 
for his guidance in merchandising. 
A knowledge of business conditions outside 
of his own line will indicate to the buyer, in a meas-
ure at least, what is in store for the year which lies 
(1) Alexander Hamilton Institute, Merchandising and 
Marketing, P. 300 
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ahead. Rates of exchange, reports from clearing-
houses, rates of interest, and whether the crops of 
the country are good or bad may be shown through the 
buying capacity of his people.(l) 
A successful buyer considers selling before 
going to market. From his contact with the customer 
he should try to find out what the customer wants. 
If he is a good buyer, he goes to market and buys at 
the beat price the merchandise in the quantity, the 
standard of quality, the size and the price range that 
he needs. When the merchandise is received, it is too 
late to think of the customer's wants. He cannot 
change his quality, his style, or his sizes. After 
he owns the merchandise, he can adjust only his price. 
At this point he must determine the mark-up.(2} 
Buying Sources of Merchandise 
The manufacturer's function is to alter the 
form of the commodities bought and sold so as to pre-
pare them for consumption. He buys raw materials and 
makes the commodities, or else he may purchase articles 
already manufactured by others and assemble them into 
new forma. 
(1) Field, c., Retail Buyin~, P. 9, Harper Brothers, 
{New York 19 7) 
(2) Brisco, N. A., Retailing, P. 137 
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' Theoretically, the manufacturer should be 
able to sell his goods directly to the retailer at a 
lower price thrun the jobber can. At first glance it 
would seem that handling goods through the jobbers 
would be an additional expense. In the case of a 
large de~artment store and other large buyers, this 
is undoubtedly true. Some stores may buy direct from 
the manufacturer at prices as low as the jobber may 
receive • . It should be remembered, however, that in 
such instances both the manufacturer and the retailer 
incur considerable extra expense resulting from the 
elimination of the jobber and jobber service. In the 
case of the smaller retailer who needs goods in small 
lots, th~ jobber service is greater and the jobber is 
more necessary. 
Today the terms "jobber" and "wholesaler" 
are synonymous. Originally, the jobber made a prac-
tice of dealing in job and broken lots of merchandise, 
while the wholesaler bought fresh linea in large quan-
tities and sold them in suitable quantities to meet the 
needs of the retailer or general merchant. We shall 
adopt the word "jobber• because it is sh0rter and more 
commonly used.(l) 
(1) Field, C. F., Retail Buying, P. 17 
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The jobber buys merchandise usually in .large 
quantities, and is enab_led to resell to the dealer in 
smaller :quantities, as desired, at a gross profit of 
from thr~e to fifteen per cent., sometimes reaching 
twenty p~r cent. He is able to get together thousands 
of varie~ commodities, made by hundreds of different 
manufact;urers who parcel it out to him as needed. 
Even though some of the large manufacturing inter ests 
do distr~bute their products directly to the retailer, 
it has been necessary for them to establish and main-
tain war~houses in different localities for the ·purpose 
of serving the retailer much in the same way as the 
jobbers otherwise would. 
The selection of the supply sources for his 
stores is one of the most important problems which f aces 
the purchasing agent. Usually the buyer will choose 
that manufacturer or wholesaler who will offer h~ the 
best terms. This may work out very well at times; yet, 
at other times, it will not be so successful. In se-
lecting a place from which he may obtain his ·supplies , 
stability and security for his orders should be upper-
most in his mind. In selecting the house with which 
he is to trade, the buyer should determine the follow-
ing factors: 
-17-
(1) ' Total production or the material. 
(2) Approximate share of the volume held 
by each supplier. 
(3) Distribution of accounts ronong 
competitors. · 
(4) Price policies of the company in 
question. 
(5) Financial rating of the sources. 
(6) Terms of payment. (Are they uniform 
runong all producers?) 
(7) Efficiency of the various companies. 
(Who are the low-coat producers?) 
(8) Geographical location of plants. 
(9) Cost of delivery if not included in 
price. (1) 
There are by far too many buyers who fail 
to keep accurate records ahowing. how their purchases 
are distributed runong their sources. To keep such a 
record is fairly simple e.nd has its nume~oua advan-
tages. It serves as a warning when purchases are being 
confined to too few sources, and also acta as a stimu-
lua to check up on the competitive situation. Suppliers 
strive harded to obtain the business when the buyer can 
tell them accurately what his dollar volume amounts to 
in various fields. It also serves as an indication to 
the salesman who calls too frequently and expends too 
much sales effort in getting business which, if he got 
all of it, would not pay for the toil required of him. 
(1) Chemical Industries, P. 537, Vol. 42, 19~8 
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Long-term contracts have been very popular 
with the buyers. It is e.dmitted that there may be 
some value to these, but experience shows that there 
is a great danger involved in closing the doors to 
competition and new developments.(!) Sources must 
be checked on very frequently: processes che.nge, con-
cerns liquidate, and new ones spring up. Even if a 
long-term contract does seem advisable, it is much 
better to leave a part of the volume available for 
open-market transactions. Friendly and courteous 
relations with all sources are great assets to the 
buyer, because he never knows when he may need good 
will and a friendly attitude. 
Manufacturing Jobbers 
Like the manufacturer, there are many job-
bers who are in reality manufacturers. This clas s of 
jobbers began in a small way by backing manufacturing 
plants with limited output, and agreeing to take over 
their entire yield. Thousands o£ grocery jobbers own 
or buy the complete output of canneries throughout the 
£ruit and vegetable sections of the country. Their own 
brands are put up according to specifications· eo as to 
(1) Industrial Index, P. 5~7 
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meet the needs of their particular trade. Many of 
the advantages to be gained by dealing directly with 
a full-fledged manufacturer can be secured by trading 
with a manufacturer's jobber. If full case lots are 
not purchased, the retailer can have this manufactur-
ing jobber substitute other linea from his regular 
jobbing stock to make up a full shipment. 
Commission Merchants 
The commission merchant is found in every 
business community of any size. He usually represents 
the manufacturer in selling to the jobber and large 
retailers, with the exception of those commission mer-
chants in the produce business. He is only a minor 
factor in the distributive scheme, so far as the aver-
age retailer is concerned, and an explanation of his 
service does not for this reason require much spa ce 
in this paper. 
The Buying Exchange 
The buying exchange is another distributive 
agency which has done much toward giving the ret.a.iler 
some of the benefits to be derived from buying directly 
from the m~nutacturer. Such an exchange secures a 
-20-
number or retail clients, and through ita single man-
agement buys direct rrom the sources or supply and then 
distributes a. portion of the purchase among the members 
of the exchange. Through the services of the commission 
man, or exchange manager as he is more often called, 
small grocery stores may buy merchandise equally as 
cheap as many of the wholesale establishments, and 
cheaper than many of their larger competitors. 
Bankrupt Sales and Close-outs 
The buying of job lots and "close-outs" is 
an important question. Every day we learn of some buyer 
who has won riches and success through the use of this 
system. (1) 
Some buyers have the proper outlet for any 
kind of merchandise which they may care to buy. They 
cater to the cheap trade of the town, and they are 
willing to buy anything that they can purchase at a 
bargain. Even in such places the chances are that some 
of the merchandise will not move at any price. Stores 
catering to the better classes of trade find it more 
profitable to stock the best quality of merchandise 
which can be bought. They h ave a reputation to uphold 
(1) Ret ail Buying, P. 23, C. F. Field 
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and for that reason they must give the customer the 
best. "Jobs" s.nd • close-outs" seldom ha.ve the clean 
appearance of regular stock, and in buying them the 
store is taking a chance. 
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CHAPTER III 
PREPARATION FOR ORDERING AND CONTROL 
Of primary importance is the determination 
of the quality of the goods to be ordered. The central 
question here is: "What quality will appeal best to the 
average customer o:f the store?n This necessa.rily re-
quires very careful study. The customer of today is 
independent and knows just what he or she wants and 
will not purchase until the very article that she W8nts 
is put in :front of her. In days gone by a buyer would 
usually visit the market and purchase ~ large quantity 
in order to be able to sell the goods at ~ lower price. 
However, this practice has been dropped in favor of 
more intelligent buying. Items purchased for resale 
should be weighed with judgment. Every merchant should 
know what items are wanted in a retail store; also whet 
the customer demands, and what she will buy if it is 
put on display. 
The most important problem that faces the 
buyer is what goods to buy. He must not have too many 
different items in his stock because that slows up the 
turnover. The most beneficial type of buying may be 
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In compiling the card index file the first 
step is making the cards correspond with the buyer's 
copies of the order with regard to model, resource, 
material, cost and retail. 
In the column marked "on order" the number 
of pieces ordered i s placed under the date of con-
firmation. Upon receipt of merchandise the quantity 
received is posted to the column marked "received,'' 
under the date of receipt. This quantity is sub-
tracted from the ~ order and the balance, if any, 
is shown on the on order column on the day following 
date of receipt. 
The card is then placed in the actual "on 
hand" file, or section of the file. From the daily 
sales report the number of sales are posted to the 
column marked "sold." These are subtracted from the 
original quantity received, and the balance is shown 
in the column marked "on hand" the following day, 
new on hand being net price to start the day's 
selling. Credits are then shown by a red figure in 
the sales column and are added to the on hand total. 
Transfers, returns, and consignments are 
deducted from the ~ hs.nd figure through a red figure 
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in the receipt column. In addition, consignments 
are shown in the £!!. order column by placing a "C" 
beside the number of pieces consigned out. 
Mark-downs are shown by crossing out orig-
inal retail with red ink and filling in the new re-
tail with red. A cross is placed in the receipt 
column on the day merchandise is marked down. When 
fewer pieces are found than the cards on hand ce.ll 
for, e. red figure in the receipt column with an 
explane.tion at the side of the card adjusts to cor-
rect qusntity, and so £!!_hand is changed. 
When a new order is placed and there is 
already an order outstanding the new order is shown 
by dividing the £!!. order column with a diegonsl line, 
the figure on top showing the new on order, and the 
figure below showing the total on order; that is to 
say, the total of the new order plus the balance of 
outstanding on orders. 
The object of merchandise control is to 
take guesswork out of merchandi"sing. It gives us 
the fa.ets which indicate when and how much to .. buy. 
By using this method much of the guesswork will be 
taken out of buying and the profits are sure to be 
much greater. 
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It is impossible for a buyer to survive 
if be is a Utopian. He must keep in close contact 
with public needs. A successful buyer must have fore-
sight. He must be ~ble to deter~ne what the consumer 
wants; therefore, he must be level-headed and realistic 
at every step. 
A lifelong student of retailing, the la.te 
Edward A. Filene, wrote:(l) 
The new way recognizes that if we want 
to satisfy the customer, we first have to 
find out what he wants. Although everybody 
in reta.iling uses this phrase in advertising 
and in selling talks, the truth is that most 
stores still buy what the manufacturer offers 
them, items which they think can sell at a 
profit. In this way they do not necesse.rily 
sell wha.t will best satisfy the customer's 
wants, but the buyer and the manu£ acturer 
decide the customer ought to want. They can, 
in this way, be successful only to the degree 
in which the manufacturers' and their own 
guess of consumer demand ~ay be right. By 
the new method there is no guesswork. We 
find the facts by accurate study of consumer 
demand. Even the trend of styles can thus be 
foreseen profitably. Success, therefore, will 
no longer depend on guessing, but will be based 
on facts. 
Good judgment in purchasing requires a 
combined knowledge of sound finance and sound econ-
omies. Financial problems are very definitely related 
to the phases of the business cycle. 
(1) Consumer Protection, Babson end Stone, P. 18~, 
Harper Brothers, {New York and London, 19~8) 
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Formerly all buying was done by guesswork, 
and i£ the purchasing agent was clever in trading he 
was thought to be successful. In present-day busi-
ness all buying must be done on a scientific basis. 
The chances are that the success of a busi-
ness depends on the results that the buyer is able to 
show. The purchasing policy and procedure must be 
sound for any mishap will only impede turnover and 
cause expenses to jump. 
Complete records should be kept of all 
products bought, by whom, and prices paid, together 
with the service rendered and conformity to spec1fi-
cations.(l) It is of the utmost importance in large 
centralized purchasing organizations, to have accurate 
records of purchase deiiver1es, of the quality issued 
against these deliveries, and also of the requiremente 
from month to month! 
Information should be compiled concerning 
possible additional sources of supply and possible sub-
stitutes for materials usually purchased, with the 
nrunes and addresses of those who can manufacture sub-
atitutes.(2) The problem may arise as to whether it 
(1) Principles of Scientific Purchasing, P. 147, 
Harrtman, N. F. 
(2) Ibid., P. 147 
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i s more beneficial to buy from one manufacturer o~ly 
or to buy from several. It is the belief of many 
that by purchasing from one, t he buyer becomes too 
dependent upon him. If this particul ar manufacturer 
should happen to raise prices,. fail or go into re-
ceivership our market would then be cut off. Other s 
would probably feel ill will toward us and not give 
the service expected. On the other hand, if we do 
buy solely from one, we are more liable to receive 
larger discounts and more courteous service. Which 
method is the more advisable to use is a very debat -
able point . 
To make the problems of the buyer even 
more difficult, of recent years there have been many 
new factors which add to his troubles. During the 
past ten years there has been a decline in the nu· ber 
of people living on the farm; thus, large cities are 
becoming even larger while the farming districts are 
becoming smaller. This has an influence on the buy-
ing principles that people usually follow : as their 
needs vary, so ·the things which they buy vary. 
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Other factors are as follows: 
(l) Peo le are living longer. 
(2) Birth rate varies. 
(3) Grea t de cline in home ovming. Many 
people ovm thei r own homes, and their tastes differ 
from those who are renters. This, of course, calls 
for diff erent types of goods. 
(4) Increasing tendency to move. Many 
peopl e would rather live in small apartments. Formerly 
hotses contained guest rooms , but these are now being 
eliminated. ·r he kitchen today is quite different than 
it was years ago. 
( 5) Decline in home industries -- balring, 
sewing, etc. 
(6) Rising standar d of living. 
The chief function of the purchasing agent 
is not to beat down pri ces but to render service.(l) 
His obligation is varied. It is of utmost i mportance 
that he obtain his material at the lowest . possible 
pr i ce; yet this item is not a s important as t may 
seem. The two other f actors tha t are very import ant 
are the selection of the ri ght articles and insurance 
------------------ -----------------------------
(l) Stores and Material Cogtrol, P. 268, Cart ell, 
Ronald Press (New York , 1922) 
-33-
o~ prompt delivery. 0~ course, it is admitted the.t 
t he purchase price is very important. I~ there is 
no ch~ge in the selling price, every cent added to 
the cost price is a cent deducted rrom the net pro~it 
and is likely to be re~lected either in the quality 
of the product put out, or in its selling price. 
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CHAPTER IV 
THE BUYER 
In determiniRg his best selling price, it 
is fundrunentally necessary that the buyer shall have 
considered the selling terms, cash discounts, and 
other similar factors. Many times the purchasing 
agent is not recognized as the sole authority in the 
matter of price. He alone should have the ,only power 
to quote prices because he is more familiar with the 
markets and has a knowledge of what his competitors 
are receiving for their gpods. When and if a buyer 
is able to receive a ps~ticularly low bid, he shou~d 
always scrutinize the material closely. It may be 
made of an inferior quality; then, too, very fre-
quently it has been found that manufacturers offer-
ing these low bids are later unable or unwilling to 
fill the contract. 
There are many problems of wide and varied 
scope that arise in present-day business and add to 
the woes of the buyer. In the first place, as a man 
of intelligence, he must recognize that consumer de-
mand is constantly changing. Some of these changes 
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have their origin in a variety of causes, some o~ 
them so fundsmentally important as to a~fect our 
entire social li~e. 
Secondly, a success~ul buyer must be able 
to determine what the trends o~ consumer demand are 
and keep up with them in order to avoid being either 
behind or ahead of these trends. 
Thirdly, to determine what classes o~ people, 
according to their standard o~ living, the store is to 
serve and what the requisites of these standards are. 
In the fourth place, to think as the cus-
tomers think, liking the same things that they like 
and being able to tttalk the same language" that they 
do. 
Finally, to stock and to provide the precise 
styles and qualities of goods that meet the require-
ments of customers and their standard of living at the 
prices that they can afford and are willing to pay. 
Of recent date many large concerns have been 
~ollowing the trend of remaining in neighborhoods. 
Formerly many people would came to the large centers 
to do their buying in great stores, but there has been 
an ever-growing tendency for the larger comp-anies to 
move into the smaller localities. In order to do this, 
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a survey is generally made so as to determine what the 
potential buying power will be. If it is considered 
large enough, a store will be opened. By referring to 
this survey the buyer may determine his stock with a 
certain degree of accuracy. Then, if chain store com-
petition is feared, another survey can be made to ascer-
tain if the enormous buying power of these chains really 
would effect prices to such an extent that the independ-
ent store would be .forced to work on a comparatively 
low mark-up. A very interesting point which has been 
brought out a number o.f t~es in these s~veys is that 
chain stores, usually allowing no credit, can sell 
goods more cheaply. Customers are tempted to buy 
there so that their friends would know that they do 
not buy on credit. (1) 
It is never justifiable for the purchasing 
agent to grunble on the commodity msrket.(2) He should 
buy his material .far enough in advance so that he will 
secure delivery when he needs 1t, and no .further. The 
buyer who gambles should keep the following in mind·: 
' 
"For every man who gambled and won, however, there is 
(1) 
(2) 
A Studt of Human Habits, P. 1, Croxton, F. E., 
(Colum us) l924 
Purchasing, P. 10, Dinsmore, J. C., Prentice-
Hall, (New York) 1922 
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at least one man who gambled and lost." The successful 
buyer never buys for speculative proflts, but makes his 
purchs.ses for direct consumption only. (1) 
The experiences of the period of inflation 
which followed the ending of the World War showed con-
clusively that there was a real diff erence between de-
mand and the rate of consumption, and between supply 
and the rate of production. 
Because of the breakdown in the transporta-
tion system, the railroads were not able to move mater-
iEJ.ls of all kinds as fs.st as they were required. The 
average purchasing agent therefore ordered several 
times as much material as he actually needed in order 
to meke sure that he would not run short. The result 
of this practice we.s that the demand for a cerload of 
merchandise by the ultimate consumer might be multiplied 
to ten or fifteen cars by the time the order reached the 
producers through the meny channels of trade, both reg-
ular and irregular. 
This then created a fictitious demand which 
had very little rels.tion to the rate of consumption or 
the various commodities. A shor t supply, which would 
have been short for a long period, was naturally magnified 
(1) Purchasing, P. 66, Dinsmore, J. c., 1922 
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many times until it appeared that there was a perma-
nent shortage in many lines. 
In brief, the purchusing agent who is charged 
with the responsibility for the purchasing policies of 
his firm must be able to distinguish actual demand from 
an artificial demand, to foretell the thing that is apt 
to happen before it has happened. 
Of course, the aYere.ge purchesing egent can-
not hope to forecast the commodity market six months 
in advance, but he should at least be equipped to tell 
whe.t is going to happen when e. new movement actuslly 
starts. Within certain limitations the buyer is ex-
pected to assume complete responsibility for the suc-
cess of his department, and for the ut ilization of 
opportunities in that line which is recognized as a_n 
asset to the business and which cannot be neglected 
or ignored merely because of any personal opinion of 
the buyer. (1) 
The buyer's job calls for the use of tact. 
At times he may be justified in making a given pur-
chase f'rom a certain source for a reason which may 
not appear in the transaction. For example, if our 
(1) Modern Merchandisin~ As I See It, P. 12, Wellman, 
H. P., American Ins ltute {New York, 1928 
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buyer were in the market for a quantity of grand 
pianos and there were two different makes of equal 
cost and with the greatest living artists about 
equally divided as to preference for one or 'the 
other, we-may be surprised to find him buying the 
more expensive one. The piano which is perhaps first 
choice, costs fifteen dollars less then the other. 
It would therefore seem natural to purchase the 
cheaper piano. Yet, it may happen that we rent a 
great many pianos at a very low rate from the firm 
that sells the higher-priced pieno. We will then 
very probably buy this grand piano at the higher 
price. The buyer. will no doubt call the attention 
of the piano sales manager to the fact thet he is 
actu~lly paying more money for a piano which does 
not appeal quite as much to him personally, simply 
as a mark of appreciation for the way he has handled 
.o. u.r pi~no rentals. In the course of s yeSI' this mey 
save us many dollars. 
One of the main causes for the failure of 
a buyer is the fact that he is often too impulsive. 
He may go along for months at a time, turning out an 
amazing quantity of work of high quality; then, sud-
denly he buys some article that the store has never 
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sold before and never will be able to sell. A buyer 
of this sor~ must be trained intensively and if he 
fails to do away with his impulsiveness, he should 
be dismissed. Even though his work may be satisfac-
tory most of the time, those few mistakes may be 
costly enough to take away all of his profits. 
There have been many arguments concerning 
the proper relationship between the production and 
the purchasing departments. It has been generally 
agreed the_t these two must work together for mutual 
benefit. One cannot succeed without the other. 
Another extremely important task, that is 
very frequently placed in the hands of the buyer, is 
that of advertising. Tlie volume of present-day adver-
tising is very high and a considerable amount of money 
is invested in it. The duty of the buyer is to know 
what to advertise, when to advertise, and how to appeal 
to the customers with these advertisements. For exgmple, 
one company advertised that $2.00 shirts were now sell-
ing for 85 cents. The following chart was kept and the 
results of this e.dvertisement were shovm to be a fail-
ure because people will not believe in too great a re-
duction. They know that they will not receive the ex-
pected value for so low a price. By looking at the 
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figures that resulted from this survey, we see how 
this may affect the sale of the buyer's goods when 
his advertising is not up to standard.(l) 
Number answering % 
Results obtained by asking 
people whether or not they 
believe the shirt reduction 
advertisements described above. 
Trut:t:U'ul 29 
Exaggerated 207 
6 
45 
Misleading 172 37 
False 51 11 
We can easily see that if advertising is not 
used efficiently it does not appeal to the consumer 
and is merely a waste of time, creating little but i l l 
will. 
The question that will then arise is: "What 
type of advertising should be used?" The answer is 
simply that the truth must be told because the modern 
consumer knows her products well. When she has bought 
· falsely advertised goods of exaggerated value, -she is 
continually reminded of the fact that such a store 
sold her an article that was not a bargain, not worth 
the purchase price. In time this is quite able to 
affect that store's business because the customers 
will no t forget what happened to them. Some buyers 
(1) A Study of Comparative Price Advertising, Boston 
Better Busire sa Bureau, JUly 1928 
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are of the opinion that when a mark-down of 40% is 
really given, many customers do not believe it. 
Even if they do, it is very likely to create a bad 
feeling among those who paid full price for the same 
article. 
The production manager will argue that since 
he is responsible for maintaining production schedules, 
he should have jurisdiction and control over the pur-
chasing department. The failure of the purchaser to 
supply his needs hampers production. 
The purchasing agent also has a legitimate 
argument in that he is a capable executive with a per-
sonnel quite able to keep the production department 
supplied with everything it requires, providing that 
department and its manager will foresee its O\V-n needs. 
Certain departments who look to the purchasing agent 
for their supplies complain frequently concerning such 
matters as having the wrapping paper ready, that the 
buyer is kept so busy with his own needs and duties 
that they are altogether forgotten. 
The buyer, as manager of his department, 
is, of course, really interested in the effectiveness 
and accuracy with which his functions are performed. 
He is free to offer suggestions for the improvement 
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of the system as it may apply to his own department. 
(1) 
The a~ is to place directly under the 
authority of the buyer all matters tha.t really affect 
the success of the department and to put under another 
authority all those functions which merely serve the 
department in a routine way. There are many periods 
when the buyer, due to his freedom to purchase, must 
leave the store for a ·week or more, and it will be 
seen that the functions of the store must go on quite 
independent of his absence. 
Modern buyers are attempting to buy those 
things that their customers want. During the past 
ten years purchasing agents have realized the mista.ke 
that was formerly made -- mainly that of selling the 
customer what he did not want or what was not prac-
tical. This would only result in customer returns 
and many dissatisfied patrons. It must be remembered 
that if a customer is dissatisfied he will tell all 
his friends and this may spread to such an extent as 
to affect the total business. 
Merchandising is no longer a matter of guess-
work, but is rapidly approaching a science. Intuitive 
(l) Personal E uation in Merchandise Control, P. 15, 
Pmeriean Ins itute, Corley, F. D., New York), 1928 
--~-- -------
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judgment and good taste ere Lmportant and always 
will be, but statistical an~lysis must supplement 
what formerly was merely a guess.(l} To merchandise 
successfully we must have a definite outline of our 
plan before the beginning of the season. Modern 
merchandisers may plan anywhere from six to twelve 
months in advance in regard to their planned sales. 
By having a merchandise plan, well-assorted stocks 
in relation to sales may be on hand at all times. 
Such a plan provides for conservative inventories, 
increases turnover, decreases mark-downs, and les-
sens slow-selling merchandise by keeping it out and 
the stock constantly fresh and new. If our planned 
sales are not running according to expectations we 
may then lower or raise them to fit the circumstances. 
Many stores use the following method: ap-
proximately two months before the beginning of the 
season, the statistical office will compile the p ast 
records for each department as a basis for the mer-
chandise plan. This includes the actual figures of 
previous sales, stocks, purchases, mark-ups and mark-
downs. Each divisional manager distributes these sta-
tistics among the buyers of his departments. Then 
(l)Reta_iling, P. 279, Brisco, N. 11. . 
-----~----------~ -
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there should be an intelligent estimate of the 
actual expected sales, not an optimistic goal. 
The plan should be the result of the sound weigh-
ing of the following factors: 
(1) Past figures: these are quite 
Lmportant, but too often are 
the only factors used. 
(2) Recent month's profits. 
(3) Business conditions, such as 
general activity, employment, 
and price levels. 
{4) Style factors. 
{5) Growth of the department store. 
(6) Proper relation of stock to sales. 
(7) Individual department problems. 
(8) Seasonal fluctuations.{l) 
The buyer should prepare his own budget. 
Some will take to it readily while others will merely 
regard it as an unpleasant task or a waste of effort. 
Many buyers are of the opinion that good merchandis-
ing is accomplished through a thorough knowledge of 
the market and of the public. The preparation of 
the merchandise budget is one test of the buyer's 
ability. (2) If he has made mistakes in the past he 
should make an effort to eliminate them and try to 
duplicate some of his successes. When his planned 
budget is completed, he discusses it with the 
{1) 
(2) 
Retailing, Brisco, N. A., P. 292 
Handbook of Business Administration, Donald, P., 
(Editor-in-Chief), P. 284, (New York, London, 
1931) McGraw-Hill 
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merchandise manager and changes are agreed upon. 
The controller, using department statistics, then 
decides upon the tendencies which should be en-
couraged and which should be avoided. 
The buyer then studies his plans and makes 
his estimates.(!) When his computation is finished 
he may then have an interview with the divisional 
manager. The buyer has the advantage of knowing 
what the current trends are and how to cope with 
tham. The divisional manager can stress investment 
in stock and stock turnover. By having the buyer 
and the divisional manager talk this over, both will 
learn a great deal. The cooperation of the merchan-
dise manager is also very essential for two reasons: 
(1) Total investment in stock and 
financial arrangement to provide funds 
to carry this stock. 
(2) Net profit. (2) 
One main feature of the merchandise con-
trol is a merchandise and operating statement issued 
monthiy and showing the actual situation in each de-
partment. This repor~ is compiled by the statistical 
(1) Retailing, P. 283. 
(2) Ibid., P. 283. 
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office and should include infor.mation on the sales 
for eaeh department for th~ period, the stock on 
hand, or invoices in the file. Past and planned 
figures for comparison with current results are 
valuable. 
The merchandise and operating state-
ments are important, especially to the 
merchandise manager, as he may learn from 
these statements the exact position of the 
entire store. He learns whether the sales 
volume is as high as the figure for planned 
sales was, and how it compares with sales 
for the previous year. He can follow the 
total investment of the store in merchan-
dise and determine whether these stocks are 
too high or too low. He can select those 
departments that call for special investment 
because of a slow turnover or decreasing 
volume. He can plan expansion for those 
which show increasing sales, rapid turnover 
and high gross margin. (1) 
On the following page there is shown an example of 
the merchandise and operating statement. 
(1) Retailing, P. 287, Brisco, N. A. 
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Merchandising and Operat ing Statement (1) 
Department 20 Month - April 
Merchandise 
1 Accumulated Inventory plus 
Purchases 
2 Net Domestic Purchases,Trans. 
3 Net Foreign Purchases 
4 Total Mdse. handled beginning 
of s eason t o E.O.M. 
5 Stock on Hand B.O.M . 
6 Total Mdse. handled (2- 3-5) 
7 Gross Sales 
8 Returns and Allowances 
9 Net Sales 
10 Mark-downs 
11 Discounts to Employees 
12 Estimated Shrinkage 
13 Total Deductions 
14 Stock, E.O.M. (6-13) 
15 Gross Cost of Merchandise Sold 
16 Cash Discount Earned 
17 Net Cost of Mdse. Sold 
18 Alteration and Workroom Cost 
19 Total Merchandise Cost 
20 Gross Margin (9•19) 
Expenses 
21 Salaries - Buyer and Assistant 
22 Salaries - Sales People 
23 Salaries - Non-selling 
2 4 Advertising 
25 Space Charge 
26 Windows · 
27 Direct Expenses - Total 
28 CONTROLLABLE PROFIT 
STATISTICAL INFORMATION 
Commitments 
Goods in Transit E.O.M. 
Outstanding Order next month 
second month 
balance of seas on 
next season 
Stock on Memorandum 
Returns to Vendors 
Transportation Charges 
Turnover - Yearly Rate 
Number of Transactions 
verage Sale 
Sales per Square Foot 
Percentage Department Sales t o 
Stores Sales 
Mark-up 
Cost 
Season 
Retail rhis to 
Month Date 
106,620 170,000 37.28 
15,000 25,000 40.00 
3,000 6,000 50.00 
124 ,620 201,000 38.00 
62 ,720 100,000 37.28 
80,720 131,000 
35,000 
1,000 
~ of Net Sales 
2.94 2.90 
34,000100.00 94.70 
3,000 8.82 9.10 
260 0.77 0.80 
340 1.00 1.00 
37,600 
57,908 93,400(38.00) 
22,812 
540 
22,272 
300 
22,572 
11,428 
1,000 
3,500 
500 
1,020 
800 
100 
6,920 
4,508 
This Month 
275 
9,780 
1,200 
500 
1,000 
5.0 
1.2 
4.20 
14,620 
2.39 
4.86 
4.72 
1.59 1.57 
0.85 0.85 
33. 61 34. 92 
2.94 3.00 
10.30 10.80 
1.47 1.28 
3.00 2 .95 
2.35 2.40 
• 29 • 30 
__,.2=o..;.. =3""'5 20 . 7 3 
13.26 14.19 
Season to Date 
4.6 
1. 6 
4.16 
42,080 
2. 25 
13.53 
4.52 
(1) Retailing, P. 286, Brisco, N. A. 
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Particular care should be exercised when 
determining the merchandise budget. The nearer 
planned figures and actual figure s are in accord, 
the better the operating results. A budget is only 
a guide. It should be elastic enough to allow all 
changes in fashions and shifts in consumer buying, 
and is frequently adjusted to current trends by the 
buyer and his merchandising manager. 
Modern scientific merchandising places 
gr.eat emphasis on proper arrangement of the physi-
cal factors which facilitate merchandising. When 
merchandise -is displayed through the use of proper 
fixtures and is placed in that ~art of the store 
which is most suitable for it, sales are increased. 
{1) Most buyers agree that in order to obtain the 
greatest selling power, similar articles should be 
placed together. For example, garters should be 
placed near the stocking counter. This brings to 
the minds of the customers something similar that 
he may need. 
After the goods have been assigned to var-
ious departments, it is of the utmost importance that 
they be displayed properly. Many may ask what this 
{1} Marketing and Merchandisin~, P. 229, Maynard, 
Ginn and Co., (Boston and ew York 1938) 
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has to do with the buyer. It has this to do with 
him: i~ goods are properly displayed, sales will be 
greater and thus his net profit will rise in accord-
ance. When the store is properly ·laid out, sales 
are facilitated in at least three ways. First, 
proper layout provides space for the display of 
merchandise. The merchandise is not crowded, and 
individual items can be seen and their appeal tested. 
Second, proper layout also provides an opportunity 
for demonstrating the qualities of the merchandise. 
Third, good layout practices make better examination 
of merchandise possible. 
Store Policies 
The buyer must always be aware that changes 
in policy of the organization may have an immedi&te 
ef~ect on sales. The volume of a le.rge New York 
store declined from $24,315,000 in 1926 to $23,908,000 
in 1927 and to $23,887,000 in 1928.(1) This great 
decline was caused mainly by the reduction in piano 
sales ot over $1,000,000 which, in turn, was due 
partly to a stricter credit policy. If the purchaser 
had not been aware of this change in policy he would 
(1) Ret ail Merchandise Control, P. 136, Wingate, 
Prentice-Hall, (New York l933) 
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very probably have bought the same ~ount of stock 
as of previous years and thus be forced to put into 
effect drastic mark-downs. 
Improvement in merchandising technique is 
closely related to policy changes. By joining with 
a resident buying office or a cooperative buying es-
tablishment, a store may be enabled to offer more 
attractive merchandise at lower prices than it has 
been able to offer before. More effective buyers or 
merchandise managers may lead to better and more com-
plete merchandise assortments along with an increase 
in sales above the normal trend. The introduction and 
use of the merchandise control system, of either the 
dollar or the unit control type, generally leads to 
a better adjustment of stock to demand, and to a l arger 
sales volume. A reduction in returns from customers 
through better merchandising means that a larger pro-
portion of goods sold will stay sold. Thus net vol-
ume will be increased. 
So long as expansion grows out of the neces-
sity for taking advantage of a favorable trend, as it 
generally should, it will not change the trend. If 
the expansion represents a sales promotion effort for 
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the purpose of changing the buying habits of the 
community, it may result in an accelerated rate of 
growth. Naturally, it runs the risk of failing to 
achieve this purpose and may finally result in a 
less favorable growth if the ~tore fails to measure 
up to the public expectation. 
Likewise, while a downward trend in the 
sales of a department may lead to a restriction of 
space occupied, the restriction is not likely to 
further accelerate the decline. Space adjustments 
usually grow out of the pressure of other factors 
which have their influence upon s a.les. The occa-
sions through which space changes find swift cor-
responding changes in volume a.re those in which 
certain lines of merchandise are added or subtracted, 
or when the larger assortment made possible by more 
space can become an added attraction to the public. 
Useful standards of comparison as to sales 
per square foot are available. In making such fig-
ures up it should be remembered that these simply 
represent averages from which large deviations occur, 
and that the sales per square foot in the larger cit-
ies, as a rule, greatly exceed those in smaller com-
munities. 
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· The .following chart shows the sales per 
squs.re foot in Department and Specialty Stores. (1) 
Department Stores 
Sales per square .foot 
of Total Space 
Sales Volume 1931 
Less than $15o,ooo •••••••••••••• $10.00 
$150,900 to $300,000 •••••••••••• 12.00 
:300,000 to 500,000 •••••••••••• 13.00 
500,000 to 750,000 •••••••••••• 14.00 
750,000 to 1000,000 •••••••••••• 19.00 
1000,000 to 2000,000~ ••••••••••• . 16.00 
2000,000 to 4000,000 •••••••••••• 15.00 
4000,000 to 10000,000 ••••• ~ ••••• 18.50 
10000,000 to 20000,000 •••••••••• 20.50 
Over $20,000,000 ••••••••••••••• ~ 21.00 
Specialty Stores 
Less than $500,000 •••••••••••••• 21.00 
500,000 to 2,000,000 ••••• ~ •••••• -----
Over $2,000,000 ••••••••••••••••• 39.00 . 
$ 
1932 
8.00 
9.00 
11.00 
12.50 
12.50 
10.50 
12.80 
15.50 
16. 00 
18. 00 
18.00 
19.75 
30.00 
(1) Operating Results of' Department and Specialty 
Stores, No. 88, May l933, Bureau of Business 
Research, Harvard University 
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Many buyers also break the above chart 
down to see which particular part of the store should 
be valued most highly. They may then charge rent 
accordingly and be able to keep a more accurate ex-
pense account. 
Modern buyers are now keeping a strict 
record of price lines. Price-line control is gen-
erally an outgrowth of unit control .rather than of 
dollar classification control, but it may be the basis 
for the latter. (1) A large store undertook to analyze 
its drapery stock and sales. At the end of a few 
weeks it was found that the values and sales of cus-
tomers under one dollar amounted to $3,528, and that 
the stock on hand was $41,786. During the same per-
iod customers of over one dollar bought in sales 
~ounting to only $698.00, and the stock was $45,581. 
In other words, the large stock was creating less than 
one-fifth of the total volume. A similar situation 
was found to be true of tapestries: $114.00 worth of 
tapestries under $5,00 per yard were sold with a stock 
of $6,930, and only $33.00 worth over $5.00 a yard 
with a stock of $19,500. (2) Three times the stock 
(l)Retail Merchandise, P. 341, Wingate 
( 2 ) Ibid. , P • 34l 
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brought in one-£ourth of the total business. Very 
obviously the buyer had purchased too much of the 
more expensive goods. If he had kept accurate 
charts and control methods, this could not have 
happened. 
One of the most difficult problems for 
the buyer is to determine just what price line he 
should keep. It has been found that in a large 
department store the trends are likely to chenge 
very frequently. This is undeniably true, but one 
of his foremost duti~s and responsibilities is to 
keep up with customer trends and demands. After 
making a careful study of the records £rom past 
years the buyer usually has a thorough knowledge 
of wha.t lines he should keep for his store. I£ 
there is any doubt whether he should keep a cer-
tain article or not, he would show better judgment 
if he would not stock this immediately, but wait and 
see how the demand continues. If his customers are 
willing to pay $1.50 £or a pocketbook, they would 
very probably be unwilling to pay $2.50. This may 
also work out in the opposite way, and they may be 
unwilling to buy a pocketbook at $1.50. This may 
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seem a little far-fetched, but in some instances 
the store may obtain a larger mark-up on a cheaper 
piece of goods than in the higher priced article. 
Many mark-downs are caused by unwise pricing of 
the merchandise. The buyer may hs_ve marked his 
merchandise carelessly, or he may have been too 
optimistic in his opinion of what the article was 
worth. Then, too, the markers may have made an 
error in attaching the tickets. In these cases, 
the retail price must be reduced to adjust the 
price to what it should be. Such a reduction does 
not indicate poor purchasing, but only an error or 
lack of judgment in the initie_l price. 
One of the most difficult problems is 
concerned with knowing when to take your mark-down, 
and how lerge the reductions should be. Should mark-
downs be taken at frequent or long intervals, and 
with small or large reductions? The answer depends 
upon the type of merchandise and the particular sit-
uation. The following considerations, however, 
should be of some assistance. 
Style merchandise should be marked down 
as soon as the peak of the customer demand has been 
passed, and the mark-down should be sufficient to 
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make the goods attractive and to assure their prompt 
sale. Many buyers who have failed in their duties 
realized that the peak demand was over, but thought 
that they would be able to gradually sell these goods 
at full price. Now they all admit that in highly 
styled goods the peak is also synonymous with the 
end of the selling days for that particular article, 
and it therefore should be marked down immediately. 
It is difficult to ascertain when the 
peak has been reached, but if records are kept daily 
of the number of articles sold in each style, a fall-
ing ott in demand will be quickly apparent. If, in-
stead of a prompt reduction, the buyer waits until 
the end of the season, the goods may have become 
almost unsaleable at any price. To move goods, it 
may be necessary to make a late reduction very much 
larger than the early one would have been. 
When it is decided to mark down a given 
article, the problam then arises as to how much this 
first mark-down should be. It should be large enough 
to move the major parts of the items reduced,(l) and 
should be low enough to attract the lower income 
(1} Retailing, P. 235, Brisco, N. A. 
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group. The mark-down should be large enough to at 
least make the goods seem a bargain at the new price. 
Unless they are so marked, prompt sales will not be 
made, and as the season continues to wane, additional 
mark-downs will be necessary. It may be said that a 
l arge initial loss is usually less, in the aggregate, 
than a series of small losses. The ability to de-
termine the price that will prove popular with the 
next lower income group that trades with the store 
is perhaps the most Lmportant problem in reducing 
l osses through mark-downs. 
On staple merchandise mark-downs should 
be taken as soon as the goods become soiled or shop-
worn or .when the stock, due to customer returns, 
poor buying, etc., becomes too large. Stock should 
always be kept at a planned level and as soon as this 
is passed, mark-downs should be in order. 
It sometimes happens that what is needed 
to dispose of merchandise is not a mark-down but a 
mark-up. There have very probably been instances 
in every buyer's life where slow-selling merchandise 
became popular when marked higher. For example, a 
store may be selling an article for $3.00. Our 
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buyer manages to get a real bargain so that he may 
sell it for $2.00. Customers, seeing this unusually 
low price, will think that there is some defect in 
the goods and refuse to buy it. Of course, this is 
very rare and usually does not trouble the buyer to 
any great extent. Since customers have become better 
judges o£ merchandise -- and they are doing so con-
stantly -- they will be leas and less inclined to 
pass up actual bargains. 
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CHAPTER V 
CUSTOMER RETURNS 
By customer returns we refer to mer-
chandise that has been bought and then returned. 
In recent years this has a:ffected business consid-
erably, due to the abnormally large gmount of mer-
chandise that is returned. There is very little 
that the store can do about this as ill-will be-
tween the store and customer will be created if 
legitimate returns are refused. The problem in-
volves being able to tell the difference between 
legitimate and illegitimate returns and this is 
made doubly difficult by the fact that customers' 
complaints are usually not legitimate. It may be 
said that the faults of the customers are much more 
numerous than those of the stores. 
This problem is of the utmost interest 
to the buyer as the returns may be either his or the 
customer's fault. If goods of inferior quality are 
purchased and do not wear well, the customer is cer-
tainly not expected to keep them. Then, too, mer-
chandise that is returned is often soiled or damaged 
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and must be marked down with a corresponding effect 
on the gross profits that the buyer should have made 
in his department. The stock is very frequently 
thrown out of line by return merchandise that has 
al ready been replaced by new purchases. If returns 
are becoming too predominant the buyer should find 
out just why the customer is not satisfied with the 
merchandise whereby he can profit considerably when 
he has compiled those reasons. 
On the two following pages are charts 
compiled by the Retail Trade Board of Boston, show-
ing and classifying the number of returns s_s exper-
ienced by the six leading department stores. 
It is an established fact that all stores 
have customer returns end that these are very expen-
sive. To attempt to do away with customer returns 
completely would certainly be a futile task. In 
Boston alone they average $20,000,000 per year. In 
planning for profits merchants usually allow a cer-
tain percentage for returns, but when this is exceed-
ed (which it frequently is), it becomes a burden. 
Many stores have reached the decision that in the 
long run it never pays to question the customer to 
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any great extent in regard to her returns, while 
other stores have taken the opposite attitude. In 
a number of cases a large amount of merchandise is 
sent out on approval and quite a large percentage 
is expected to be returned. 
Returned goods mean added expenses, such 
as remarking, reselling, rewrapping, and usually a 
new delivery. Returned goods require the buyer to 
have a larger stock on hand to cover the vacancy 
that is caused by stock that is out on approval. 
It is an established fact that the return of mer-
chandise is much more costly than the sale or · it. 
In the first place, there is the original sale; 
then, the wrapping, recording of the transaction, 
delivery, and other expenses for which the store 
must pay and are included in the cost of doing busi-
nesse When an article is returned it requires time 
to handle this complaint, tracing it,foften sending 
for the article, recording its arrival, putting it 
back into stock, and depreciation due to handling. 
Retail Trade Board of Boston 
Re turns of Merchandise 
Percentaf3:e of Return s to Gross Sales - Even Exchanges Excluded 
November 1939 (Basement) 
1- Women's, Misses', Juniors' 1938 15.? 22.9 13.4 ?.5 10.4 20.9 
Ready-to-Wear 1939 16.5 22 . 5 14.0 8.2 12.8 18.0 
2- Women's, Misses', Juniors ' 1938 6.? ?.0 ? .2 3.9 4.9 
Accessories 1939 ?.2 ?.? 8.5 4.? 5.9 
3- Men 's, Boys' Clothing 1938 ?.3 8.4 6.4 5.0 8.5 
and Furnishings 1939 6.9 10.1 . 6.5 5.8 10.? 
4- Infants' wear 1938 12.5 10.5 12.1 ?.1 9.5 
1939 12.1 .11.2 13.6 8.9 11.? 
5- Home Furnishings 1938 11.6 15.? 6.4 9 .? 
1939 11.6 16.? ?.6 11.1 I 
(J) 
CN 
6- Radios 1938 I 
1939 ----
?- Piece Goods 1938 1.9 ---
1939 1.5 
8- small Wares 1938 
1939 
9- Toys and Sporting Goods 1938 .3.5 
1939 1.3 
10- Miscellaneous 1938 2.? 5.? 1.4 
1939 4 .2 2 . 9 0 . 1 
Basement 1938 9.8 11.4 10.4 . 5. 6 8 .3 20.9 
1939 10.3 12.1 1.6 6.6 10.1 18.0 
Retail Trade Board of Boston 
Returns of Merchandise 
percentage of 
November 1939 
Returns to Gross Sales - Even Exchanges Excluded 
(Upstairs) 
1- women's, Misses', Jun i ors' 1938 23 .7 26 . 1 24.0 15.5 22.0 25 .9 26 . 0 28.7 27.4 
Ready-to- ear 1 939 . 23.4 25 .7 24 .7 19.8 20.7 25 .4 26.5 27.3 25 .3 
2- wome n 's, Misses', Juniors' 1938 8.3 10.4 9 . 6 6.7 6.5 11.2 10.6 14 . 8 1 5 .3 
Accessories 1939 8 . 8 11.0 9.1 7.1 6.7 11.4 11.5 11.5 1 6 .2 
3- Men's, Boys' Clothing 1938 7.7 9.::. 8 .2 · 8.5 5 .2 13 . 2 3.8 7.8 
and Furnishings 1939 8.8 9.5 10 . 3 10.2 6.1 14.7 4 . 6 5 .2 
4- Infants' Wear 1938 22.7 18.6 17.0 14.0 18.0 24 . 2 27 .3 
1939 20.7 19.7 18.1 17.4 18.3 24.6 23 .9 
5- Home Furnishings 1938 17.9 12.5 24.2 22 .6 16.8 ·14.0 39.0 
1939 16.5 .11.8 21.2 22 .5 19.1 13.5 35.3 
I 
(jl . 
6- Radios 1938 1Q.4 24.6 22 .3 12.8 t 1939 27 .1 21.3 18.0 28 .1 
-----
7- Piece Goods 1938 2.4 2 .6 1.7 2 . 4 5.7 3.6 
1939 2.6 2 .5 1.7 3 .2 5 .0 3.2 
8 - Small Wares 1938 4.2 5.9 5.6 8.0 7.3 6.3 3.1 
1939 4.9 4.8 p.3 9.1 6.5 6.6 1.9 
9- Toys and Sporting Goods 1938 ~.3 4.0 3 .9 3.7 2.5 1.1 3.9 
1939 7.0 3 .8 3 . 2 3.8 3 . 4 2.1 2. 'l ' 
10- Miscellaneous 1938 4.8 4. 9 4 . 2 4 .5 4 .2 3 . 4 3 . 9 
1939 6.5 5.5 4 . 5 3 . 9 4.3 4 . 5 1 . 0 
Basement 1938 9 .8 11.4 10.4 ~.6 ~.3 20.9 
1939 10. 12 .1 11 . 6 6 . 6 1.0.1 18 .0 
Total Store 1938 12.0 13.4 14.9 12.4 11 . 6 15.5 21.9 21.6 23.7 
1939 12.7 13.9 14 . 8 13.1 1 3 . 1 15 . 7 22. 2 1 9 . 4 22 .6 
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Now, who pays ror this? It has been shown 
that it costs the store money to take back merchan-
dise. Where is this money to came from?(l) Some 
aay that returns cause mark-ups and mark-downs. 
This is a confusing statement but one must realize 
that the additional cost incurred by the store is 
added to the selling price of the merchandise, thus 
causing additional mark-ups. Also, ~hen goods are 
returned, they may be soiled or wrinkled, causing 
mark-downs. Some people say that the stores should 
adopt stricter return policies and stick to them. 
This may sound very well but it must be realized 
that there are three types of customers who return 
and they must all be treated as fairly as possible. 
First, there is the customer who is right 
in making the camplainte It is an admitted policy 
of all stores that if they are wrong, the customer's 
money should always be returned. 
Secondly, we have the customer who is wrong 
but honestly believes that she is right, and no one 
can make her believe differently. The policy gen-
erally followed here is to return the money, provid-
ing her complaint is at all reasonable. Naturally, 
(l) Retailing, P. 353, Brisco, N. A. 
' 
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i.f the customer has bought a. piano .for $600 and 
claims that it is always out o.f tune we would not 
return the money to her on these grounds alone. 
Lastly, there is the customer who is 
wrong, knows that she is wrong, and plans to "get 
away with it" along with whatever else she can get. 
In such a case we can usually, though not always, 
do something .for her. If an allowance is requested, 
that is one thing that should not be granted because 
this is an admission o.f guilt on the part of the 
store. 
It is very difficult to draw the line be-
tween just and unjust complaints and the problem is 
a very delicate one. 
There are numerous causes for complaints, 
the most important of which are: 
(1) A too liberal charge account and 
selling policy. A person with a charge 
account is tempted to buy more than she 
can a.f.ford. When the monthly statement 
arrives she must return some o.f the mer-
chandise bought because she does not have 
the money with which to pay .for it. This 
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may be classified as a policy cause and 
is usually the store's own fault. 
{2) Unsatisfactory wear. ~s previously 
mentioned, merchandise may not stand up as 
well as it is reasonably expected to do. 
The store is not exactly to blrune unless 
the person who sold .it exaggerated its dur-
ability and utility. Yet if the customer 
is not s atisfied, she will be lost to the 
store and may create ill-will. 
(3) Size, color and material. Respon-
sibility for size should not rest with the 
store. In ladies' dresses, for example, 
the customer tries one on and knows whether 
it will fit or not. If the size is not cor-
rect in a man's shirt, there is a definite 
legal cause for return. The color is not 
excusable unless the store's lighting system 
is faulty. Fading is usually the store's 
fault, though it may be due to faulty handling 
of the merchandise by the customer. 
{4) Workmanship. This is the manufac-
turer's fault, but the store's responsibility. 
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(5) Service. If the sales-person gives 
the wrong advice, it is the store's responsi-
bility. If the order is lost, delivery delayed, 
wrong amount of merchandise is sent, or mer-
chandise is damaged, the fault lies with the 
store. High-pressure salesmanship may be a 
cause and this aga in is the store's responsi-
bility. 
(6) Family doesn't like it. This is one 
of the main causes, but is seldom admitted by 
the customer. The woman of the house may come 
home with a new hat and, after the children and 
the husband have given their opinions of it, 
she will take it back. This is not the store's 
fault. 
(7) No reason except that the customer 
does not want it. This definitely is not the 
store's fault. 
The following is a complete list pf returns 
as compiled by a prominent store out of a study of 
12,982 returns. (1) 
(1) Retailing, P. 354, Brisco, N. A . 
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Customer 
(1) Wrong color asked for 
{2) Wrong size asked for 
(3) Price or quality unsatisfactory 
(4) Duplicate purchase 
(5) Gift purchase 
(6) Disapproval of fgmily 
(7) Change of mind 
(8) Cannot pay 
(9) Customer not at home 
Merchandise 
(1) Defective 
{2) Unsatisfactory quality 
(3) Size marked wrong 
(4) Price too high 
Sales 
{1) Address error 
(2) Charge error 
(3) Color error 
(4) Size error 
{5) Wrong article sent 
(6) Misrepresentation 
(7) Overcharge 
{8) Quantity error 
(9) Error in extension 
Service 
(1) Alternation wrong 
(2) Damaged in delivery 
(3) Delay in delivery 
The following shows the moat frequent causes: 
(1) Change of mind - 3764 
(2) Wrong size asked for - 2744 
(3) Size errors - 739 
(4) Wrong color a.sked for - 721 
(5) Duplice.te purche.ae - 553 
(6) Defective - 479 
(7) Unsatisfactory quality - 402 
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A recent study of returns shows ths.t those 
on ready-to-wear and house furnishings -- furniture, 
rugs, and upholstery -- suffer the most. "One store 
had 46 per cent. returned in Orienta l ruga, whi l e 
another had 27 per cent. in upholstery. 11 (1) In Los 
.A.ngeles, Cleveland, Boston and Indiana.polis defini t e 
action has been taken to :tneet the issue. The large 
stores have organized and drawn ~P e definite policy 
or code of ethics which applies to all stores in the 
organiz s.tion . Definite time limits, ranging from 
three to seven days, in which merchandise might be 
returned were set. Central bureaus have been estab-
lished which serve as both clearing house for returns 
snd as research offices for co-operative work. In 
each city, it is found that the best method in which 
to reduce returns is through educa.tion of the customer 
and of the salespeople. 
Los Angeles has done the moat in construc-
tive work in reducing returns. Adjusters, credit 
managers, and controllers of the stores are organized 
and meet regularly. They then compare notes on the 
types of merchandise most often returned. In one 
instance it was discovered that a number of stores 
(1) Retailing, P. 355, Brisco, N. ~ . 
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hs.d been selling defective merche.ndise received 
from one manufacturer. In another case, it was 
found that a great deal of merchandise was returned 
because the customers did not know how to care for 
it. Leaflets were then printed and enclosed in the 
packages advising customers on the use of this mer-
chandise. Returns were reduced substantially. The 
credit managers co-operated by supplying the organ-
ization or bureau with such information as was re-
quired. A lack of this co~operetion seems to be the 
most predominant cause for retarding progressive work 
on the problem of returns. The reason is unknown, 
the only possible solution being that they do not 
want their competitors to know the extent of their 
returns, each thinking that his rate is the highest. 
Another method for reducing returns is as follows: 
the names of all customers returning fifty per cent. 
of the merchandise that they have purchased are sent 
to the bureau. In a case where the customer has com-
mitted the same offense in three stores, a "no nBlD.e 11 
letter (one in which the stores reporting were not 
mentioned) is sent out by the bureau calling atten-
tion to this fact. In ninety days another check is 
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made on the person, and if the condition still 
exists, credit is stopped in all stores in the 
organization. This system may be adopted and used 
effectively in every town or city. Of course, this 
is only applicable to charge customers because it 
is very difficult to keep track of cash sales re-
turns except in those stores where customers are 
compelled to sign their names before having their 
money refunded. This system is being followed more 
and more in all stores. The general method used is 
to refrain from arguing with the customer, especially 
those who are known to be good customers. No definite 
rule can be followed in regard to this problem of re-
turns as every case will have a different aspect and 
must be given individual treatment. 
The committee of the retail division of 
the Chamber of Commerce in a well-known mid-Western 
city has agreed to abide by the following restric-
tions, and all merchants who are members must carry 
them out. Under the proposed rules the following 
articles for legal, sanitary, and other reasons will 
not be accepted as returns.(l) 
(1) Retailing, P. 356, Brisco, N. A. 
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Bedding and mattresses. 
Garments altered £or purchaser. 
Patent leather shoes and shoes which 
have been worn or altered. 
Combs, hair brushes, and tooth brushes. 
Hair goods, hair ornaments, and women's 
neckwear. 
Rubber goods and sundries. 
Women' a hats. 
All goods cut from the piece at the 
request o£ the customer. 
All merchandise which has been made to 
order especially for customer, or es-
pecially ordered and not regularly 
carried in stock. 
Merchandise of any kind which has b een 
used. (Sales checks must accompany all 
return merchandise.) 
Gifts of all kinds (Christmas, wedding, 
birthday, etc.), if returned within a 
reasonable time, will be accepted only 
in exchange £or other merchandise. 
Articles taken back £or valid reasons must 
be returned within three business days. No article 
will be accepted for return unless it is in its orig-
inal condition. 
A close study of the evils inherent in re-
turned goods shows that the remedy lies in: 
(1) Educating the customer. 
(2) A united stand on the part of all stores 
in the community. 
(3) Educating the salespeople. 
(4) A stricter store policy. 
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(5) A central clearing house or bureau 
for putting in operation the· preceding four 
measures. There should be a definite depart-
ment check on the goods returned. In many 
stores there is a check in operation only un-
til goods reach the departments. 
The next problem that arises is what to 
do about these customer returns. The following prin-
ciples are usually followed: 
(1) Do nothing about them but make it 
as difficult as possible. This has not worked 
very successfully in the past. 
(2) Try to educate your customers to the 
extent of the problem. 
(3) Thoroughly exgmine and test all mer-
chandise in laboratories and try to determine 
the real cause -for their return; then we can 
find out whether or not there is a reason for 
these returns. The merchandise that does not 
pass this examination should be returned to the 
manufacturer. This is a rather expensive pro-
cedure, but it has been proven worthy through 
savings incurred by returning the merchandise 
immediately to the manufacturer. 
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(4) Check up on errors that are made in 
the store. 
(5) Train and supervise employees so that 
they will not make as many errors. 
It must be remembered that satisfaction 
is the foundation for all future sales. The avere_ge 
merchant is dependent upon tho~e customers who repeat 
their purchases, and in line with this customer con-
tact is receiving more and more attention. When a 
customer is refused a return she feels as though sh e 
is the victim of unfair practices followed by the 
particular store. She carries this tale to her 
friends who will, in turn, repeat it to their friends. 
The outcome can be very serious and considerably af-
fect sales. During the business day of every store 
many occasions arise when the management and cus-
tomers differ on some point of policy: a mist~ke in 
credit, the conduct of e clerk, wrong delivery, or 
some fault with the merchandise. The manner of ad-
justing these difficulties plays a very important 
role in retaining customer good will. 
The adjustment bure·au has two major 
functions: first, it should adjust the complaints 
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o£ customers; and secondly, it should assist the 
customer to eliminate future complaints by fre-
quently presenting the management with reports 
which record the number and type of complaints, 
also fixing the responsibility £or their occurrence. 
If accurate, these reports can be very valuable, but 
we must remember that many figures gathered by the 
stores have absolutely no meaning. To know that 
there are four thousand returns may be quite in-
teresting but of no use as an aid to correct the 
measure. If we know tha.t there are five hundred 
damaged merchandise complaints, of which three hun-
dred were on toys that needed alterations, we then 
know the exact causes. 
Marshall Field is credited with being the 
originator of the statement that the customer is al-
ways right. The average customer is honest in her 
demands and complaints so her difficulties can be 
solved with little trouble. Yet the complaints that 
are unreasonable will require much more tact to set~ 
·tle to the best advantage of the store. 
It is impossible for any store to operate 
without making some mistakes. Consequently, there 
must be some method of dealing with these. In the 
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lsrger stores there is a bureau of adjustment 
headed by the store superintendent. The adjuster 
should have a knowledge of human nature and, in 
most cases, a knowledge of the merchandise. It 
is impossible to emphasize too strongly that much 
trouble in making adjustments comes from the atti-
tude of the adjuster toward the customer. an abso-
lute rule here is to act so that the customer will 
feel that it was really a pleasure for the store to 
correct any error made in merchandise or service. 
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CHAPTER VI 
INVENTORY METHODS 
The retail method of inventory is gaining 
in favor very rapidly. According to this method, 
the inventory at the beginning of a period for each 
department or each classification is entered at 
both cost and retail price. All purchases received 
are recorded likewise by department or classifica-
tion at two prices -- the invoice or billed cost 
plus transportation, and the original sale price.(l) 
The main advantage of inventory at retail is that 
all items are quoted in retail figures and thus much 
time may be saved. Another big advantage lies in 
the fact that no decoding is necessary, thereby sav-
ing much more time. 
Cost inventory is found by reducing the 
actual inventory by the initial percentage mark-up. 
It is most conveniently done by multiplying the re-
tail by the complement of the initial mark-up per-
centage. If the retail inventory is $10,000 and 
. the initial mark- up is 25%, the cost inventory is 
found by multiplying $10,000 by 75% which gives 
$7,500. 
(1) Retail Merchandise Control, P. 342, Wingate, 
Prentis-Hall 1933. 
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Under the perpetual inventory method, a 
complete retail method of inventory may be oper-
ated for each classification, or the system may 
stop short with an analysis of sales and inven-
tories. Classification numbers or letters are 
marked on each sales check with the department 
number, and sales are analyzed by classification. 
Invoices are similarly marked with classification 
numbers, and inventories and mark-downs are also 
classified. Thus a separate initial mark-up and 
a separate gross margin may be determined for each 
cl assification. 
In accumulating information in regard 
to purchase by classifications, it is essential 
for the buyer to mark classification numbers not 
only on each invoice, but also on returned mer-
chandise and on other charges against the vendors. 
Thus net purchase figures may be obtained. In 
classifying sales, the forms made out for returns 
from customers or allowances to customers should 
be marked with classification symbols so that net 
sales figures may be obtained. 
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Under the perpetual inventory system the 
buyer can tell at all times just what is on hand 
which will save a great deal of time. Every time 
goods are sold or received, the proper entry is 
made and the quantity on hand is carried forward. 
Inventories are used to provide two types 
of information. The first gives the value of the 
goods on the shelves, and this value must be accu-
rately figured. The second purpose of an inventory 
is to give the buyer an idea of all merchandise that 
is on hand. (1) The list which is obtained will be 
of great value in determining future buying. 
Formerly the storekeeper had no inventory 
of eny kind with the result that he would •get stuck" 
with goods that were at one time very saleable, but 
that he did not know were now on hand. P.s competi-
tion became more severe he could not afford these 
mistakes and so he used slipshod inventories that 
were very inaccurate. As time went on, he found 
that more accurate methods had to be used. 
When inventories were first taken, the 
shopkeeper would close his store for two or three 
(l)Retail Marketing and Merchandising, P. 385, 
Maynard 
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days and have the sales ~orce working only on the 
inventory, under the supervision of the buyer. 
Now, due to modern simpli~ied methods of inven-
tory, stock may be teken in a single night -- even 
in our largest stores. 
The importance of the inventory is that 
it gives a thorough study of all goods as well as 
the functioning of the various departments. By 
this means a definite control of all activity is 
made possible. Careful and complete periodic in-
ventories, consisting of a full count and valuation, 
are needed by virtually all business concerns, 
whether or not a continuous inventory system is in 
effect. If there is no continuous inventory system, 
or if the system is confined to physical quantities, 
the periodic inventory is obviously required. Where 
the continuous inventory is employed, the period 
inventory serves as a check against book figures. 
Experience shows that the results of the 
complete periodic inventory seldom checks with the 
exact balances as shown by the book inventories, 
assuming that such are maintained. This may be due 
to errors or mistakes, to spoilage, waste or other 
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losses not recognized by book inventory. This fact 
alone emphasizes the need for the regular periodic 
inventory to supplement and correct book figures. 
The periodic physical inventory need not be inter-
preted as an alternative to the continuous book in-
ventory. The continuous book records are of great 
importance as a system of control, aside from the 
question of determining balances for use in the 
preparation of statements. 
In using the physical inventory method, 
it is very difficult to determine the amount and 
value of merchandise on hand. The first type is 
the inventory sheet, carrying spaces for the de-
scription of the goods, the style, price, etc. 
The second is in the form of the inventory tag. 
The same information is required, but a separate 
tag is used for each different article. The tags 
are filled out before the date on which the inven-
tory is to be completed. Any sales or other deduc-
tions made between the time when the tag is filled 
out and when it is completed are recorded on the 
tag as each deduction is made. 
A physical inventory is a great asset to 
any company if done accurately; consequently, it 
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is essential to use every precaution to prevent 
errors. The rollowing is a list of errors which 
should be avoided.{l) 
{1) Failure to include some items 
in the inventory. 
{2) Including the same stock twice. 
{3) Failure to make a correct record 
or sales and returns during the 
period or inventory-taking. 
{4) Error in calling by employee making 
inventory. 
{5) Error in listing on inventory sheets. 
(6) Error in extension. 
{7) Error in summarizing inventory sheets. 
{8) Misunderstanding or instruction. 
{9) Error in including merchandise in 
inventory not charged to depart-
ment. 
(10) Merchandise in wrong stock room and 
listed on wrong sheet. 
(11) neliberate "padding" of inventory by 
the buyer. 
Physical inventory gives the basis for price 
and style analysis where a perpetual piece control is 
no t maintained. Merchandise that appears in any one 
cl &8ification on the physical inventory may be 
{1) Retailing, P . 252, Brisco, N. A. 
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arranged according to price lines or styles, and 
to the totals in each of these groups may be added 
the purchases from the time of the inventory to the 
next inventory~ The purchases by price line or style 
are obt ained directly from the invoices . The fol low-
ing illustration exemplifies the computation in a 
man ' s shi rt department, wh~r e the goods have been 
grouped according to price line.(l) 
Price Lines $0 .. 59 :~o . 79 $1 .. 00 $1.15 $L.25 $1.49 $1. 5 
Inventory 
Nov .. 2, 1933 58 
Purchases 
Nov. 2- May 25 600 223 192 360 130' 144 933 
Total Stock 6 00 223 250 360 130 144 1124 
Inventory · 
May 25, 1934 85 21 574 
Sales 600 223 165 339 130 144 550 
By referring ba ck to such a chart, the buyer 
is able to determine the relative effectiveness of 
price lines or styles every time a phys ical i nventory 
is taken . Unnecessary pri ce lines or slow-selling 
styles may now intelligently be eliminated. 
(1) Retailing, P. 253 , Brisco, N.A. 
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To illustrate the importance o£ inventories, it is 
generally agreed that the chie£ cause of the 1937-38 
business recession was the excessive accumulation o£ 
inventories. (1) With this in mind business men be-
gan to wonder whether or not the large ronount o£ buy-
ing done before the outbreak of this new war would 
not leave business in the same condition. So £ar 
the results have been very encouraging. The follow-
ing chart shows that business men have less material 
on hand now than they had in 1937. This means that 
there is little likelihood o£ such a recession as 
that experienced in 1937-1938. With a normal demand 
from consumers, stores will not find themselves over-
stocked and this will keep an even £low o£ business 
between the manufacturer and the retailer. The manu-
facturer will be able to make and sell his products, 
while the retailer will not be overstocked.(2) 
(1) Newsweek, P. 46, February 12, 1940 
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Helped by the biggest Christmas sales 
since 1930 the nation's retailers reported 
a much better inventory showing. The 
Federal Reserve Board's index or department 
store stocks in the major cities declined 
to 68 (1923-25 equals 100) at the year end, 
some average levels prevailing during 1934-
1936, when sales were considerably lower 
than now. Actually in relation to current 
sales volume, the depleted department store 
stocks at the end of December represented 
the smallest on record.(l) 
The administration has shown keen interest 
in the inventory situation and is now stirring up a 
congressional battle. The report that during the 
week of January 30 the Commerce Department was send-
ing out monthly questionnaires calling for exhaustive 
inventory data from 1800 leading business men caused 
a considerable runount of criticism by Republicans 
and Democrats of both houses, who said that the plan 
would increase the already too long list of reports 
required from business. These will probably attempt 
t o kill the project when the Commerce Department 
appropriation comes up for approval. 
Of even greater importance than the 
encouraging fact that inventories are much 
lower than in 1937 are the two vital dif-
ferences between conditions then and now. 
(1) Newsweek, P. 46, February 12, 1940. 
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For one thing, stocks held by ret&ilers, 
wholesalers and manufacturers generally 
rose steadily in 1937 for six months after 
the 1936-37 buying wave subsided in ft~ril. 
(Jobbers' stocks continued piling up until 
1938.) (1) 
During this time department store inven-
tories did not spurt appreciably and have already 
turned downward, while the stocks of the jobbers 
began to decline in November. It must be remem-
bered that despite the rise of the chains, whole-
salers are still a major factor in the distribution 
of goods worth billions of dollars annually. 
Unlike during 1937-38, there are now im-
perative reasons for maintaining sizable inventor-
ies. Prices of both raw materials and finished 
goods are lower than in recent years, yet there 
never has been a major war that did not ultimately 
create shortage of important materials and bring 
sharp rises in prices. 
Government Requirement 
In order ~o find initial department mark-up 
in accumulating the purchase at cost and at retail, 
the government requires that the accumule.tion cover 
(1) Newsweek, P. 46, February 12, 1940 
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the period of one full year. To the opening inven-
tory at the beginning of the fiscal year are s_dded 
the purchases made during the' year. The mark-up 
established on the basis of a whole year's business 
is applied to the inventory at the end of the year 
to derive the cost figure. For the purpose of in-
ternal control, the initial mark-up from the begin-
ning of the year to date may be ascertained at any 
t~e and applied to the retail book inventory to 
approximate the cost inventory of the goods on hand. 
For purposes of taxation, however, such a reduction 
of the retail inventory is performed only when the 
initial mark-up is the result of a year's accumula-
tion of purchases. 
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CHAPTER VII 
STOCK TURNOVER 
Goods are received, placed in stock, sold, 
and delivered from stock. When the goods sold equal 
the amount of average stock, the stock is said to 
have been turned over. (1) 
The rate of the stock turnover is one of 
the most important factors in successful retailing 
from both an economic and a psychological view-
point. Turnover in the ordinary sense means turn-
over of stock and not of capital, but the two are 
very closely related. With a high turnover, capital 
may be used more effectively and the buying power 
will be increased. Sales people are always enthu-
siastic over new merchandise because it looks fresh 
and clean and there is substantially less sales re-
sistance. Another saving encountered through a high 
turnover rate is found in the fact that the ware-
housing expenses are considerably lowered. 
It does not necessarily follow that a pol-
icy increasing the rapidity of stock-turn can be 
followed without any limitations. In the first place, 
(1} The Elements of Marketing, P. 243, Converse, 
l93l, Prentice-Hall (New York) 
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the desire to achieve a rapid rate of stock-turn 
should not be permitted to interfere with careful 
buying; that is, a saving in expenses that might be 
achieved through increasing the rate of turnover. 
This must sometimes be balanced against the higher 
cost of merchandi se purchased in smaller quantities. 
(1 ) During the present depression many buyers must 
use money as efficiently as possible, buying in 
smaller quantities so tht~.t their money is never tied 
up and is always in productive use. If they would 
buy in large amounts, a substantial saving could be 
obtained, while such expenses as freight charges 
would be greatly reduced. A merchant cannot pin 
his faith so exclusively on stock-turn that he neg-
lects to maintain an ample range of selection in the 
merchandise carried. Then, too, a store must fre-
quently have seasonal goods, popularly styled mer-
chandise, or other goods that are demanded by its 
clientele even though these sometimes interfere with 
planned stocks or planned rates of turnover. It is 
very definitely a fact that a rapid rate of stock-
t urn cannot take the place of an accurate knowledge 
of costs and a corresponding adjustment of the margin 
of gross profit. 
(1) Significance of Stock Turn in Retail and 
Wholesale Merchandise, Harvard Business Bureau, 
October 1922 
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The effect of the stock-turn upon fixed 
charges usually is not gr_eat enough in itself to 
account entirely for the lower. total expense per-
centage that ordinarily accompanies a rapid rate of 
stock turnover. It is therefore indicated that a 
rapid rate of turnover is more significant as an 
index of s.ll around efficient management leading to 
lower expenses than as a factor that will in itself 
produce expenses and higher profits. 
Capital turnover is given a variety of 
meanings. Some stores regard it as the sales di-
vided by the average amount of capital invested in 
the business, but the more common meaning has the 
sales divided by the average amount of capital in-
vested in merchandise; that is, the average cost 
inventory. When goods are sold on credit the rate 
of stock turnover fails to reveal how efficiently 
our capital is being turned. The reason for this 
is that the capital may be tied up in accounts re-
ceivable for several weeks or months before the 
money is actually received. The rate of turnover 
is quite variable and so it is very difficult to 
accurately depend on this. 
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It is essential for the buyer to compute 
his average stock as soon as possible. The average 
stock, which indicates the average on hand during 
the period under conaideration should be computed 
by obtaining the inventory figures at as frequent 
intervals as possible during the period. Many 
s t ores t ake inventory only once a year and thus 
they have no accurate means in which to determine 
their average stock. The best that can be done is 
to take the average of the opening and closing in-
ventories of the year. If the opening inventory in 
January 1934 is 5,000, the July inventory 6,000, and 
the January 1935 inventory 5,116, th~ average of the 
three inventories is a more Rccurate figure then 
that resulting from the use of only the opening in-
ventory and the one at the middle of the year. 
stock turnover is a much more commonl y 
used index of merchandising efficiency than 
capital turnover. If a stock costing $100 
is sold out for $150, the capital turnover 
i s 1.5, but it is evident that the turnover 
mer chandise is only 1. ( 1) 
The main object of purchasing is to t ie 
up just e.s li tt1e capital as possible in stock and 
(1) Retailing, Brisco, N. A., P. 255 
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yet never be out of the goods desired by the customer. 
Of course, the buyer CE~ot always hold to this ideal, 
but he should keep it in mind and strive to attain it. 
Stock Turnover and Return on Sales 
The most fundamental fact about stock turn-
over is that as the rate of turnover increases, the 
percentage return on the merchandise also increases 
so long as the mark-up is not reduced. But there is 
another fact of equal importance: turnover not only 
increases profits in relation to investment, but it 
also increases profits generally in relation to sales. 
With $5,000 at retail in merchandise and two turn-
overs a year, a merchant may have sales of $10,000 
with an expense of $2,500 and a profit of $500. 
Should he succeed in increasing his sales to $15,000 
without increasing his average stock, what would hap-
pen to his expenses and profits? His expenses would 
undoubtedly increase because it costs more to sell a 
larger quantity of merchandise -- there would be more 
customers to wait on, more packages to handle, more 
sales checks to audit, and probably more advertising 
for which to pay. It is found that expenses do not 
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increase proportionately and the reason for this 
lies in the fact that one-third to one-half of the 
expenses of a store are fixed; that is, they do not 
increase in relation to sales. The percentage of 
profit on sales is increased with the stock-turn, 
not only by a decrease in the expense percentage, 
but by a decrease in mark-downs as well. With high 
turnover, more merchandise is sold at its original 
retail price. The goods are turned over frequently 
and do not remain on hand long enough to get shop-
worn or to go out of style. Such decreases in mer-
chandise reduce the cost of goods sold and thus in-
crease the gross margin. 
Additional profits are made by the prestige 
that a store receives by having s clean, fresh and 
up-to-date line of merchandise. From the standpoint 
of buying, added turnover tends to increase the per-
centage of profits from sales. Many buyers find them-
selves in the embarrassing position of having to pass 
up potentially salable articles because their capital 
at present is completely tied up in slow-moving mer-
chandise, so they cannot afford the risk of installing 
the new material. The less capital tied up in 
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merchandise, the swifter will be the turnover. Thus 
the buyer is in a position to purchase exceptional 
offerings when they are presented. 
There are many economic advantages resulting 
from a reasonably rapid rate of stock-turn. Capital 
is more efficiently used and goods are fresher. The 
risk is undoubtedly lower because of the physical and 
style depreciation of goods and less likelihood of 
price decline. 
The r -eduction of stock may at times enable 
the dealer to lower his rent by moving into smaller 
quarters, or by subletting a part of the space for-
merly occupied.(l) Placing the stock in a smaller 
area may also involve a saving in sales force ex-
pense. Such a reduction may be expected to increase 
the purchasing, receiving, and stock-keeping expenses 
owing to the larger received shipments; but in actual 
practice, however, these expenses appear to remain 
fairly stationary or to decrease with an increase in 
the rate of turnover. 
Large stores generally tend to t~n their 
stocks much more rapidly than the smaller ones. 
This, however, is only a. tendency for it has been 
(1) Elements of Ms~keting, P. 849, Converse 
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round repeatedly that many small stores turn their 
stocks as rast as any of the larger stores. One 
factor which is responsible ror holding the turn-
over rate of the smaller stores down is the fact 
that small stores do not have a great amount or 
money invested. They carry many staple articles 
which sell month after month and are thus able to 
buy in larger quantities than they may actually need 
at the present time. 
Net pro£it nearly always seems to increase 
wi t h an increase in the rate of the stock turnover. 
This is due to the proportionate decrease in ope~­
ating expense, or to the receipt of more cash dis-
counts. One of the most important relationships 
existent in the operation of a merchandising busi-
ness is that between the rate of s t ock turnover and 
the rate of profit. 
Purchases should be regulated in accordance 
with style trends, so that a particular style may be 
disposed of berore the demand has ceased. A buyer 
must have on hand stocks that e.re in demand; yet he 
should never forget that the most popular goods are 
the ones that all buyers are unable to dispose of 
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once their popularity has begun to decline, and it 
does so very rapidly. 
I~ we are out of a certain popular art-
icle we may very easily lose sales. Since the auto-
mobile has played such an important part in our eco-
nomic set-up, the customer is free to travel from 
store to store until he does obtain what he desires. 
Substitutes will not be accepted as they were in 
.former days. 
The ideal turnover policy is to have a 
small stock on hand which continually sells and may 
constantly be replaced. The following s.re some of 
the tendencies that cause slow turnover: 
(1) Slow-moving merchandise carried 
forward for prestige. 
(2) Stocks not properly balanced. 
(3) 
{4) 
(5) 
{6) 
May carry too large a stock 
for sales. 
Poor display. 
Poor advertising. 
Poor salesmanship. 
Seasonal slumps.(l) 
The ~ollowing factors assist in increas-
ing stock-turn: 
(1) Retailing, P. 258, Brisco, N. A. Also inter-
views in Boston department stores. 
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(1) Planning the stock which should be 
carried for estimated sales. 
(2) Ability to buy goods which are 
salable. 
(3) Ability to sell goods that we buy 
at the best price to the customer 
and ourselves. 
(4) Buying should be strictly controlled. 
(5) Adve r tising and sales organization 
should be very efficient. 
(6 ) Price merchandise so that it will 
sell rapidly and so that there 
will be a minimum of mark-downs.(l) 
The importance of stock turnover has often 
been overemphasized. It is impossible for a stock-
turn alone to make a profit out of a loss. However, 
it should at all times be consi dered in connection 
with expense. If one considers stock turnover and 
gross profits alone, this may prove to be very mis-
leading. For example, a buyer may have a turnover 
of one article twelve times a yes_r and an average 
gross profit of ten per cent. The gross profit on 
the investment in the article is 120 per cent. per 
year. Other goods may turn only three times a year 
and have a gross profit of 25 per cent. The gross 
profit on the second investment is then 75 per cent. 
(1) Retailing, P. 258, Brisco, N.A. Also interviews 
in Boston department stores. 
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per year. He may then conclude that the first 
article is the more profitable. This may- or m~y 
not be the case. The expense of handling each 
article must be ascertained before the net profits 
on the two articles may be considered. If the ex-
pense of handling the first article is 9 per cent., 
his net profit on each turn would then be 1 per 
cent., and the total net profit, 12 per cent. per 
year. If the expense of handling the second art-
icle is 21 per cent., the net profit on each turn 
would be 4 per cent., and the total net profit 12 
per cent., Which is exactly the same as the first 
article. 
The rate of turnover is naturally quite 
variable since the dee~er in perishable or highly 
seasonal goods will need a much more rapid turn-
over than the one who carries staple goods. A 
jeweler may be well satisfied if he is able to turn 
his stock once a year or even less often.(l) 
The causes for slow-selling merchandise 
may involve a number of conditions over which the 
buyer has little or no control whatever. Abnormal 
weather may slow up his turnover considerably. A 
(1) Elements of Marketing, P. 856, Converse 
-100-
severe storm may come up at the time when a l arge 
sale is run and the turnover, due to the fai l ure 
of this sale, will be greatly retarded. Frequently , 
sudden style changes will leave the buyer over-
bought in many lines. 
In many cases, the accumulation of slow-
selling merchandise is due merely to poor judgment 
on the part of the buyer. Intelligent purchasing 
so as not to buy too much or too far in advance will 
keep stocks well under control. The use of the bud-
get system, it is believed, is the best method to 
prevent overstocking, to increase turnover, and to 
eliminate much of the slow-selling merchandise. 
Carrying to o many styles and ha_ving too many price 
lines are costly to any store. They cause the 
accumule_tion of slow-moving merchandise, tie up 
capital and decrease turnover. A buyer, in order 
to protect himself, should order only those sizes 
that are selling, and in proper quantities so that 
the merchandise will move in the normal period. 
The buy!ng of end sizes may prove drastic for him 
because a certain number of them will remain in 
~ 
stock and be unsa~able. Lastly, poor salesmanship, 
poor advertising and poor display result in 
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preventing merchandise from moving, and frequently 
cause all stocks of goods to become slow-selling. 
Items that are considered slow-moving v~y in the 
length of time before they are obsolete. The fol-
lowing chart is a summary for ages at which mer-
Chandise becomes slow-selling, and is based on 
reports from twenty-nine stores:(l} 
(1) Retailing, P. 262, Brisco, N.A. 
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Number N1.m1ber of Months before 
Department of 
Stores Classified as Slow-sellin6 
3 1 2 :3 4 6 9 I2 1:3-18 Is 24 T 
Piece Goods: 
Silks, Velvets 18 1 7 7 3 
Woolen Dress Goods 18 1 7 8 2 
Cotton Dress Goods 18 1 7 7 1 2 
Linens 20 1 5 10 3 1 
Domestic Muslins 19 1 6 9 2 1 
Ready-to-Wear: 
NeckWear and Scar.fs 21 2 4 4 3 1 5 2 
Millinery 23 2 3 7 5 1 5 
Shoes 20 1 4 3 3 4 5 
Corsets and 
Brassieres 19 5 2 3 6 3 
Hosiery 20 1 1 1 2 2 4 6 3 
Knit Underwear 17 2 1 3 7 1 :3 
Silk and Muslin 
Underwear 20 1 4 2 4 3 4 2 
Infants 1 Wear 19 3 3 3 9 1 
Leather Goods. 20 1 1 1 1 8 6 2 
Women 1 a Shoes 20 1 4 2 6 6 1 
Children's Shoes 18 3 1 6 1 4 2 1 
Jewelry 20 1 1 8 2 6 2 
Women 's Wear: 
Women's Coats 22 3 8 6 3 1 1 
Women's Suits 22 4 7 6 3 1 1 
Women's Dresses 22 1 4 7 6 3 1 
Misses' Coats, 
Suits 22 3 8 6 3 1 1 
Misses' Dresses 22 3 8 6 4 1 
Juniors' and 
Girls' Wear 2:3 2 8 6 6 1 
Men's and Boy_s' Wear: 
Men's clothing 17 1 7 8 1 
Men's Furnishings 19 1 1 6 1 7 :3 
Men's Hats, Caps 18 3 5 1 6 3 
Boys' Wear 19 4 4 1 7 3 
Men's & Boys' Shoes21 1 6 7 4 
House Furnishin6s: 
Furniture 16 3 1 6 5 1 
Oriental Rugs 15 2 1 4 4 4 
Dom.Floor Covering 17 6 5 1 4 1 
Draperies 16 1 3 7 1 4 
Lamps t:~.nd Shades 17 1 1 5 8 2 
China, Glassware 16 3 1 6 1 2 3 
Luggage 16 4 7 4 1 
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A close inventory system should be kept 
over all merchandise. Physical inventory may be 
taken every six months but in some departments, 
such as women's high-priced outer apparel, it is 
often taken every week. Many stores use the month-
ly inventory system; this gives a good check on 
slow-moving merchandise. These slow-selling art-
icles are receiving an increasing amount of atten-
tion in larger department stores, while the smaller 
stores are beginning to realize that they must look 
more deeply into the overstock situation. A few 
stores have an effective inspection system. After 
frequent inventories all slow-selling merchandise 
is either sent to the bargain basement or drastic-
ally marked down. 
Other ways to straighten out the prob~em 
of having slow-moving stock on hand is to 
(1) Mark down merchandise in stock 
which is not selling. 
(2) Move slow-selling merchandise by 
giving extra premiums to the 
sales people so that they will 
push these articles more strongly. (1) 
(1) From lectures given by Mr. Segal. 
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There have been various precautions and 
suggestions brought up on how to do away wi t h slow-
selling merchandise. These are: 
(1) Study very carefully the customer 
demands. 
(2} Do not let favorable terms influ-
ence you. A buyer may consider 
purchasing four dozen hats at a 
discount. Then he may find that 
by taking a larger quantity of 
goods, he will receive a larger 
discount. He will do so and very 
probably not sell all the hats. 
(3) Fair prices. Do not e.llow the cus -
tomer to question whether this 
price is fair nor not. Set a 
price that he will know . is fair. 
(4) Make a careful study of business 
conditions in general. 
(5) Carry a limited amount of stock and 
brands. ( l) 
(1) From interview with Mr. Danielson of 
Scott Limited. 
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CHAPTER VI II 
PRICE DETERMINATION 
In present day merchandising the great 
problem which arises is: "What price merchandise 
shall we carry"? In years gone by the idea per-
sisted that the function of the retailer was merely 
to sell for a manufacturer. But this idea has now 
been dropped while a radical change in buying has 
occurred. Instead of being the outlet for the 
manufacturer, the retail buyer is now a scientific 
purchasing agent who will buy what his customers 
desire and not what the factories wish to sell him. 
Before entering the market the buyer must 
have a definite idea of what price line he is going 
to carry. He may decide to carry a dress which 
sells for $10.00 and will cost him $6.50. He then 
visits those wholesale houses where dresses are sold 
at this price. 
The general policies of a store have an 
important bearing on the prices to be set on specific 
articles.(l) There are ordinarily four price lines 
available to a retailer, though but three of these 
are import ant. 
(1) Problems in Retailing, P. 140, McNair, Greeg 
and Teele, McGraw-Hill Book Co., (New York 1937) 
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The first is low-priced merchandise, 
catering to the lower income group. There may be 
some very profitable articles here for, in many 
instances, the rate of turnover, as well as the 
mark-up, is very great. 
Secondly, there is the medium-price 
line £or the middle income group. Practically all 
stores keep this line for the reason that all deal 
to some extent with this large group who make up a 
considerable amount of their business. 
The third is the highest price line. 
Sales here will naturally not be so great in volume, 
but a substanti a.l mark-up is frequently obtained. 
Finally, there is the prestige price line. 
These are articles which will sell above the highest 
price line and show a reasonable degree of activity. 
There is usually a small amount of this merchandise 
on hand because the turnover is apt to be fairly 
slow. Such merchandise is kept solely because it 
gives the store added prestige. ~ customer may have 
bought a dress for $19.50, and when a friend asks 
where she bought it, the customer nsmes the store 
which has a reputation for selling dresses for 
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$29.50. Thus the friend may be justified in think-
ing that the customer has paid a higher price than 
she really has. 
Many retailers offer merchandise in only 
one or two of these lines. This policy tends to 
limit both the purchasing and pricing of the stock. 
A grocery chain advertising and selling low-priced 
food will not offer imported delicacies; while a 
store selling $65.00 suits will not offer others 
for $19.95. 
Many stores deliberetely limit the number 
of price lines that they will carry. A shoe store 
may sell its goods at the one price of $5.00. Yet, 
next door there may be a competitor with $3.00, 
$5.00 and $7.00 shoes for sale.(l) In other words, 
the f irst store sells only to the middle class, 
while the latter sells to all three. Of recent 
date there has been a tendency for more stores to 
eater to all classes. This has proved very sue-
cessful in several instances where a customer in 
the middle class bracket sees a higher-priced shoe 
that she likes well enough to buy. On the other 
(1) Problems in Retailing, P. 140, McNair, Greeg 
and Teele, McGraw-Hill Book Co., (New York 1937) 
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hand, the management of the single price store 
believes that additional money should not be 
"squeezed" out o:f a customer for goods which he 
really cannot afford to buy, pre:ferring to give 
him value :for his money at a fair price. 
It is generally agreed that for an 
ordinary store it is importent to have more than 
a one-price line, even i:f it is for a given income 
group of clientele. A customer may ordinarily pay 
$5.00 for a hat, but occasionally she may desire 
one which sella for $7.00, or perhaps a cheap rain 
hat priced at $2.95. If we do not have these in 
stock, our customer very probably will go to our 
competitors and purchase what she wants there. 
Experience has shown that by limiting 
the number of prices used, many stores are able 
to offer better selections of merchandise, to im-
prove the stock-turn rate, e.nd to aid their cus-
tomers in making their purchases more quickly. 
If a store is set upon one standard price line, 
it is very difficult to meet competition. Over 
periods o:f time the problem of price is likely to 
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arise. Often quality must be altered . in order 
to conform to rising or falling prices. 
Whenever an analysis has been made of 
retail store sales by price lines it has been 
found that sales tend to cluster around certain 
definite price levels.(l} The m~&ger of a shoe 
store may believe that he sells shoes of eight or 
ten different price lines; but when an exact 
analysis is made it usually so works out that the 
great bulk of sales falls on only three or four 
price levels. Similarly, a hosiery shop may offer 
stockings to the public at ten different prices, 
but when one makes a study of them, he is almost 
positive to find that seventy-five per cent. of 
the sales are made on two or three price lines. 
There is undoubtedly a tendency for 
people to buy goods of all kinds in one particular 
price line. Concerning the motive for this, there 
has been an endless debate as to whether it is due 
to economic factors or psychological reasons, 
though it does seem that economic .factors play the 
predominant part. 
(1) Retail Store Operation, P. 61, Nystrom, P. H., 
Ronald Press {New York 1937) 
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One may wonder what the term •line" 
means. A price line~s a single, fixed retail 
price at which goods of a store are marked and 
sol d."(l) A 5 and 10 cent store will have two 
price lines. A hat store generally has three 
prices, while men's clothing stores will usually 
offer clothing at not more than five or six dif-
ferent price lines. 
The most fundamental bases. by which we 
can scientifically determine price lines are as 
f'ollows: (2) 
(1) Purchasing power of the various 
parts of the community. For example, let us con-
sider New Bedford and Hartford. New Bedford is a 
textile city where low wages prevail and so the 
lower price merchandise predominates here. In 
Hartford, where wages are high, the price line is 
correspondingly higher. 
(2) Class of trade f'or which your store 
aims to serve. Do not attempt to coax more money 
out of' a given income group, but rather cater to 
specific classes or incomes. 
(l) Retail Store Operation, P. 62, Nystrom 
(2) Mr. Segal, Assistant to Vice-president, 
William Filene Sons' Co. 
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(3) An analysis of previous sales to 
show where the demand lies. Give all of your 
price lines a fair chance. Tf a merchant kept 
in stock five hundred dresses to sell at $5.95 
and fifty to sell at $6.95, naturally he would 
have soldmore of the former because he had ten 
times as many from which his customers could 
choose. Past figures can often be very confus-
ing. During the previous year we may have bought 
one thousand dresses to sell for $39.50. These 
did not go very well at that price and so we had 
to mark seven hundred fifty of these down to 
$25.00, placing them in a class with five hundred 
of our regular $25.00 stock. Looking back upon 
our records, we may note that we sold twelve hun-
dred fifty dresses at $25.00, and on this basis we 
may order heavily once more. Naturally, the figure 
of twelve hundred fifty was very misleading because 
five hundred of these were regular $25.00 dresses, 
while seven hundred fifty were of the $39.50 grade. 
Before using figures they must be carefully analyzed 
so that they are well understood. 
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The .following is an example o.f how a 
concern wishing to major in three price lines with 
a fourth for prestige, may determine which are the 
profitable lines to carry and which ones should be 
discarded. The average store usually carries a 
number o.f articles at different prices. Some of 
these price differentiations are too small to be 
of any value and only serve to confuse the cus-
tomer. In modern days there has been a tendency 
to do away with this practice, but quite a problem 
has arisen over the determination of which lines 
to eliminate and which to continue. By making a 
table patterned after the one which follows, we 
have an answer to our problem. 
Priceli Averase Stock Se_les for Month 
$1.95 50 pieces 200 
2.45 100 tt 225 -
2.95 40 II 125 
3.65 60 " II 145 
3.95 50 " 200 
4.45 100 II 220 
5.00 30 .. 80 
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A careful analysis of t his example shows 
us that our low price line should be $1,95. There 
was a turnover of four times on a stock that was not 
kept large enough. If we had at least doubled our 
average stock in this line we would have increased 
our sales considerably. Although we made more sales 
on t he $2.45 line, our turnover was much less and 
our stock on hand much higher. 
For the medium price line .the $2.25 would 
be best. The turnover is a little more than three 
times and there is a reasonable spread between t he 
lower price line. 
For our highest price line $3.95 would 
be perfect because we have a turnover of four times. 
It gives us harmony in price and also a good spread. 
Our prestige line would be $5.00. There 
may not be much profit here but there is a reasonable 
amount of sales and it serves the purpose v ery well 
with no apparent loss to the company. 
The advantages inherent in the use of a 
price line are as follows:(l) 
(1) Mr. Segal, Assistant to Vice-president, 
William Filene Sons' Company 
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(l) A customer can be sho~n a complete 
stock at the price she is willing to pay. By 
carrying all pri ces, one very probabl y will have 
much stock but no full line, and will lose many 
customers because of the great difficulty in 
pleasing them. ~nen many articles are shown at 
close prices the customer is often confu sed. 
( 2) Increases good will. People like to 
see the goods at the price they plan to pay. Upon 
entering the store with a definite price line, the 
customer has a good idea of just what he or she 
wants to pay. 
( 3) Better control of stock. It is easier 
to control the stock if there is a limited number 
of price lines, involving fewer possibilities for 
error. 
(4) Advertising is made much more effect -
ive. On e price in an advertisement has more lling 
power than many pri ces have. If we see an advert ise-
ment such as this one we would not pay much attention 
to t: ~2~95 now $1. 78; $3.25 now $1.98; $3. 75 now 
$ .45; $3.95 now $2G69. This advertisement would 
be more effective: $3.45 now marked at $2.45. 
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(5) Improves display. The best display 
is the one which concentrates on fewer ideas. 
Many prices distract the customer's attention. 
(6) Increases turnover. An effective 
turnover depends on an ability to analyze and in-
crease the speed of sales on all items in a given 
stock. 
(7) Decreases mark-downs. Price lines 
enable one to spot slow-moving merchandise and 
thus get early action on them. 
(8) Reduces selling cost. 
(9) Cuts shortages. If tickets on mer-
chandise get lost, the correct price is more apt 
to be put back on the goods. 
(10) Saves time for the buyer. 
(11} Helps to reduce the number of re-
sources. The buyer will receive better treatment 
and get better terms when he uses fewer resources. 
(12) Reduces cost of reserve stocks and 
handling. 
(13) All these factors increase net profit. 
The advantages may be summed up as the 
elimination of numerous price lines that are com-
p~ratively insignificant, resulting in a reduction 
- l 
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or the tot~l stock and a consequent lowering of 
capital investment.(l) Limitations of price lines 
lead to such savings as reduced buying costs, less 
receiving and marking expense, and lower ss.les ex-
pense per unit of sales. Concentration on the sale 
or fewer price lines may mean improved opportun-
ities for buying at lower prices, particularly if 
the purchases can be made in large quantities. 
Of course, the indiscriminate raising 
of price is likely to prove a severe disadvantage. 
A store which operates on too few price lines is 
very apt to lose same sales to customers who do 
not find precisely what they want within the store's 
price line. It is very frequently more profitable 
for the department store to lose sales rather thP~ 
incur the necessary expense in attempting to carry 
everything at every price line that the customer 
might like to have. Yet, if we restrict our price 
lines too much, it may prove to be suicidal to the 
store. If the manager is positive of his customer 
demand, likes and dislikes, he is fairly safe in 
using his own good judgment. 
{1) Retail Store Operation, P. 63, Nystrom P., 
Ronald Press (New York 1937) 
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At a time of rising prices retailers 
who operate under restricted price lines occa-
sionally find themselves at a disadvantage. The 
retailers' source of supply may not always be 
able to meet their needs at the given price. 
Then, too, there may be times when the buyers 
for the various departments may not be working 
well together, and each will be catering to dif-
ferent classes. (1) 
It me_y be truthfully s a.id that in many 
instances prices are determined by competition, 
and in the case of advertised and branded lines, 
by the ~anufacturer.(2) If a store happens to be 
located in a textile district, where a certain 
grade of overalls is in demand, this line will 
have to be carried regardless of price. Compe-
tition will be very severe and the mark-up will 
be low. Yet, there is very little that can be 
done about it. 
In attempting to bElance the advantages 
with the disadvantages inherent in the restriction 
(1) 
(2) 
Retail Merchandise, P. 317, Fri, J. L., Prentice-
Hall, (New York 1926) 
Retail Buying, P. 109, Field, C.C., Harper 
Brothers, (New York 1917) 
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of price lines, we may safely conclude that wherever 
there are price lines that are meaningless to the 
customers and where very few goods are being sold, 
such l ines should be eliminated. Retail effort 
shoul d be concentrated on the sale and the purchase 
of goods which the consuming public want to buy. 
It is important that at all times there should be 
sufficient flexibility in the system of price lin-
ing to permit changes which would correspond with 
c hanges in wholesale prices and meet the varying 
requirements of customers. If used wisely, re-
strictive price lining should prove to be an ef-
fective device for the retail merchant. 
Nearly all of the larger department 
stores have adopted a policy of one-price-to-all . 
(1) By doing this they have increased the general 
confidence in the retai l price level. The essen-
tial feature of this method is that it removes from 
the unscrupulous sales person or store manager the 
opportunity to sell goods at various prices, end to 
charge everyone a different price. After the gen-
eral a.doption of a one-price system, the individual 
(1) Retail Merchandising, P. 317, Fri, J. L., 
Prentice-Hall, (New York 1926) 
--- -~-
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store must have a uni£orm method or arriving at 
these prices. Four £actors are very important 
here: 
(1} Competitor's prices £or similar 
merchandise. 
(2) What you think the customer will 
pe.y. 
(3) Departmental overhead. 
(4) E££ect on ruture business. (1) 
-~---- -----, 
When a customer enters a store and says 
that he is interested in purchasing a man's shirt, 
he is likely to become puzzled when shown articles 
which sell £or $2.00, $1.89, and $1.75. He doesn't 
know which one to take and wonders what the di££er-
ence between each grade is. One o£ the c ardinal 
principles or salesmanship is to concentrate the 
attention o£ the buyer on one given article as soon 
as possible. Pribe lines are o£ great assistance 
in applying this rule. Then the customer gradually 
learns what prices she may expect to £ind be£ore 
she starts shopping in a given store. The use or 
derinite prices gives the store a prestige and de-
pendability which builds up good will and insures 
increased volume. 
(1) Op. Cit. 
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Price lines are a greet convenience to 
the buyer when he must price and mark merchandise. 
Markers who become accustomed to certain price 
levels when marking goods are likely to make ~ewer 
mistakes. Price lines e~e also a great aid in a 
unit-control system and in determining the best 
selling prices to use. Accurate records may be 
kept of the number of articles sold in each line. 
If there are many odd prices, the work of keeping 
the records of each is very great. 
The question may now be asked: "Why 
should the buyer be bothered with price lines?" 
The theory behind this is that there are three 
main groups of customers, each with a different 
income level. There are those who want the expen-
sively priced goods, others whose income suits the 
medium level, and a 'final class who need low-priced 
merche.ndise. Most of the customers within any one 
of these groups will purchase a.t the price at which 
-the store has the best assortment. If the medium 
price range for shirts is from $1.50 to $2.50, the 
majority of the customers for medium price shirts 
would be willing to pay $2.00, if that is the full 
price line. 
-121-
Price lining is one of the most 
abused and most misunderstood phases of 
merchandising. Price lines are of value 
to prevent lost sales by having what the 
customer wants; making selling easier --
complete range of colors, sizes, patterns; 
make buying easier -- fewer prices and 
standardized lines; making publicity more 
productive -- concentrate on fewer prices 
and wider variety than usual; reduce stocks 
eliminate odds and ends; reduce mark-downs by 
giving sufficient data on which to buy in-
telligently.(l) 
(l) Retailing, P. 300, Brisco, N. A. 
-122-
CHAPTER IX 
BUYING FOR CHAIN STORES 
A chain store is one of a group of 
stores operated under single ownership and cen-
tralized management, handling similar lines of 
merchandise in decentralized locations.(l) The 
number of stores that are necessary to consoli-
date a chain has never been clearly established, 
but the consensus of opinion seams to be that 
t hree stores are enough to be considered a chain, 
though others claim that five stores e.re necessary. 
Yet, we should realize that in determining chains 
i t is not the number of stores that we have, but 
the method in which we operate them. The growth 
of chain store~ was very slow in the nineteenth 
century. The following are some of the important 
chain stores that were formed in that period prior 
to 1900: (1) 
Great Atlantic end Pacific Tea Co. 
Jones Brothers' Tea Company ••••.•• 
F . W. Wool worth ••••••••••••••••••• 
S, I:l. I\ress and Company ••••••••••• 
S. s. Kresge and Company •••.••.••• 
National Tea Company •••••••••••••• 
(1) Retailing, P. 10, Brisco, N. A. 
Ibid., P. 12 
Year 
1859 
1872 
1879 
1897 
1897 
1899 
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The great advantage of the chain store 
lies in its ability to buy in large quantities. 
It is believed that in due time the formation of 
voluntary chains and the cooperation of independent 
merchants who will buy in · q~antity will overcome 
this advantage. Furthermore, because of the large 
purchasing power of chain systems, manufacturers 
prefer chain stores as customers rather than inde-
pendent merchants. Moreover, each chain has a 
highly specialized staff of buyers who thoroughly 
canvass the sources of supply and know how to se-
cure every possible advantage. 
Chain stores have been playing a very 
important role in our economic life. The 1933 
census shows that chain stores received 26 per 
cent. of all dollars paid to retailers, or over 
one-fourth of the retail business. The importance 
of chain stores may vary considerably according to 
the type of goods handled. For example, in the 
variety business, county chains do 91.2 per cent. 
of the total business done by automobile dealers. 
Their share is just about one-fourth of the total 
amount of busiD:ess done in the grocery tra.de. The 
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chart on the following page shows the types of 
chains and the volume of business whiCh they re-
ceive from various fields. 
Like all concerns that are able to buy 
in large quantities, chain stores have a definite 
advantage. One chain, for example, may purchase 
at a single time 15,000,000 pounds of coffee, or 
20,000,000 cans of salmon. It is to be expected 
that such large purchases as these will be rewarded 
by an extra discount. Manufacturers are willing to 
quote the lowest possible price in order to secure 
these tremendous orders. Being assured of this 
business, he may keep his factory running full 
force in idle seasons because he knows that his 
merchandise will be absorbed. 
COMPARISON OF RETAU STORE RATIOS 
By Types of Operation, 1935, 1933 and 1929 
IndeEendant Chain Other Types 
1935 1933 1929 1935 1933 1929 1935 1933 1929 
All stores 73 .1 71.3 77.5 22.8 25.4 20 . 0 4.1 3.3 2.5 
Grocery Stores (no meat) 60 .8 54.3 53.6 38.2 45.0 45.7 1.0 .7 .7 
Comb. Grocery Stores (meat) 60.5 56.1 67 . 6 39.1 43.7 32.2 . 4 .2 .2 
Beer and Liquor Stores 48.0 1.8 50.2 
Motor Vehicle Dealers 95.6 94.6 4.4 5.3 .1 
Accessori es -- Tire, Battery 50.0 50.0 
Filling Stations 77.8 64.3 66.0 21.5 35.5 33.8 .7 .2 .2 
Department Stores 61.4 67.3 72.1 26.7 23.9 16.? 11.9 8 .8 11.2 
variety stores 9.2 8 . 8 9 . 8 90.8 91.2 90.1 .1 
Men's Clothing and Furnishing 78.0 ?6.5 77.9 21.0 22.0 21.2 1.0 1.5 . 9 
Family Clothing Stores 78.9 79.2 71.5 20.6 20.3 2?.3 .5 .5 1.2 
Women's Ready-to-wear 72.3 ?3.5 74.3 25.2 2o .3 22.? 2 .5 2.2 3.0 I 1-1 
Shoe Stores 43.3 46.5 53.5 50.0 46.2 38.0 6.? ?.3 8.5 t\:) CJ1 
Furniture stores 86.0 84.6 83.9. 13.5 14.2 14.2 .5 1.2 1 ·.9 l 
Household Appliances 48 .1 33.2 12.6 21.5 39.3 45 .3 
Radio Dealers ?5 .6 82.? 79.0 23 .1 15.6 19.1 1.3 1.? 1.9 
Lumber and Building Material ?5.6 23.8 .6 9.9 
Hardware Stores 95.4 95 .6 4.3 4 .1 .3 .3 
Restaurants 84.0 84 . 8 86.1 1 4 .5 14 . 9 13.6 1.5 .3 .3 
Drinking Places 99.2 .1 ry 
Cigar Stores and Stands 61.1 65.1 73.5 35.8 33 .9 25.1 3 .1 l.O 1.4 
Fuel and Ice Dealers 82.7 16.5 .8 
Drug Stores with Fountains 71.1 ?4.0 81.2 28.8 25 .1 18.5 .1 .9 . 3 
Drug Stores Without Fountains 84 .1 ?4.0 81 . 2 15.4 25.1 18.5 .5 . 9 . 3 
Hay, Grain, Feed Stores ?1.6 16.0 12 . 4 
Farm and Garden supply ?5.0 4.7 20 . 3 
Jewelry stores 90.3 93 . 6 93 .0 8.9 5.9 6 . 4 . 8 .5 .6 
All Other Stores ?8. 8 ? 9 . 6 14 .3 1 5 .0 6 . 9 5.4 
Census of Business, Vol. IV, P. 9' Retail Distribution, January 193? 
-126-
Of course, in many instances when a 
manufacturer has been supplying a chain organ-
ization over a period of years, the chain is very 
frequently able to secure prices not justified by 
the quantities involved.(l) Such a manufacturer 
who has been supplying a cbain store with a great 
amount of its business is quite dependent upon the 
chain. If ·this trade is lost, he would very prob-
ably be forced to curtail operations to a great 
extent. Thus the manufacturer must cater to the 
chains and through these means chains have been 
able to secure merchandise ~t a lower price. Of 
recent date there have been several anti-trust 
laws which have proved to be a great threat to 
the chain stores. They attempt to do away with 
unfair practices, and also attempt to make ~ stand-
ard price for standard goods. 
There have been endless debates whether 
or not chain stores are an asset or a detriment to 
society. Many adherents feel that if ·the chain 
organization is able to give us· quality goods more 
cheaply, it should then by all means be allowed to 
conti~ue. These chains, it has been claimed, have 
(1) Retail Marketing and Merchandising, P. 342, 
Maynard, H. M., Ginn and Company, (Boston and 
New York, 1938) 
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given the independent, careless merchant things 
about which to think. There should be no reason 
why he cannot market as efficiently as the chains. 
The tendency lately has been for the smaller buyers 
to group together and buy collectively so that they 
may also receive price concessions. This seems to 
be the only way in which they can cope with the 
problem of the chain store. 
This controversy over the ability of the 
chain stores to buy more cheaply is quite a prob-
lem. It is admitted that they can buy cheaper, 
but does it always pay for them to buy in such 
large quantities? With staple articles it definitely 
does, but in the less staple articles the question is 
very debatable. The buyer for an independant store 
may purchase a new article in a moderate rumount and 
may not sell every one, yet he cannot lose much be-
cause of the small original purchase. Practically 
all large chains have to buy in qu&ntity in order 
to supply all of their stores. Thus their initial 
investment is very large. If they should be unable 
to sell these articles, there is very little that 
they can do because in many cases it is against 
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their principles to offer mark-downs. Then, too, 
the chain buyer may see that a certain article is 
selling rapidly and so he orders five more car-
loads. Suddenly, customer demand changes and it 
is almost impossible to get a fair price for the 
goods. Thus it is obvious that the buyer for the 
chain store is also confronted with his problems 
and losses which, when they do occur, may equal 
the total loss by a department store buyer over 
a long period of time. 
Chain store purchasing agents may buy 
either directly from the manufacturer or indirectly 
from the jobber, wholesaler, or broker.(l) Most 
of them would much rather buy directly from the 
manufacturer, but this cannot be done so easily. 
Manufacturers are a little afraid of this method 
as the old proverb of 11putting all your eggs in 
one basket" may prove drastic. In the first place, 
should the manufacturer do business in that way he 
would naturally create the ill-will of the jobbers. 
The chain stores look upon the jobber merely as a 
place to buy goods and pay approximately two per 
cent. more. Two per cent. may sound like a small 
amount, but when we figure the great quantities 
(1) Chain Stores, P. 76, Hayward, P., McGraw-Hill 
(New York 1922) 
--- ----~ 
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that are purchased, we realize that this small 
percentage will average into thousands of dollars. 
In the second place, the ordinary manufacturer is 
a little skeptical of doing a great amount of busi-
ness with only one concern, for if this concern 
should go out of business, or find new sources 
for its materials, his business would then prob-
ably drop approximately ninety per cent. Thus when 
selling to the chain stores, the manufacturer always 
faces the possibility of seeing his business go to 
ruin over night. 
The ordinary policy of chain store man-
agement is to buy directly from the maker. Nat-
urally, this method is preferred because of the 
lower cost involved. Of course, if the buying 
chain is an old established concern, the manufac-
turer may have comparatively little to fear and is 
happy to have the business. Some chains, who have 
insisted on buying direct and could not do so, have 
opened factories of their own and been able to op-
erate them very profitably. Sometimes they are 
actually able to produce goods at a cheaper rate 
than the old factory could. This is another fear 
which has only recently begun to .worry the manu-
i'acturer. 
---------- -----~-----------~~~-----
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A very good example of how manufacturers 
can afford to sell the chain stores at a reduced 
price is plainly shown in the following case. One 
of the buyers for F. w. Woolworth & Company saw a 
ring which was selling for fifty cents which he 
liked very much. He approached the manufacturer 
and told him that he thought he could use these 
rings if they were made of a slightly cheaper qual-
ity and could be sold for ten cents. The manufac-
turer laughed ~t this statement saying that he was 
satisfied with his volume as it was, and that he 
was selling four hundred fifty dozen a year at the 
price he wanted. The buyer then explained to him 
that he would buy much more than this and also con-
vinced the manufacturer to try a few in order to 
see how they worked. During the first year, 
Woolworth sold sixty thousand dozen at ten cents 
each and by selling this great amount, the manu-
facturer was able to effect great economies in 
manufacturing through standardization of process, 
etc. As the Woolworth Company .says: 
-131-
The Woolworth stores buy their 
goods where goods are to be had, and 
are ruled by the same economic laws of 
manufacture and selling that govern 
every other retailer. The more of a 
thing that can be produced the lower 
the price can be. (1) 
The advantage that the buyer for a chain 
store has over the independant buyer is that he can 
specialize in a particular line and thus have a 
better knowledge of the amount of goods that is 
necessary. He also becomes accustomed to the needs 
of the various stores and learns to know the manu-
fscturer of each article, the sources of supply, 
the channels of trade, and the market trends. 
In chain stores the buyer or purchasing 
agent, ~s a general rule, does all the buying. 
Local managers are frequently given an opportunity 
to buy when they run short of very rapid-moving 
articles. This happens frequently in the case of 
perishable goods which can be bought from local 
sources. Grocery stores do this quite frequently. 
Another problem which faces the chain 
store buyer is to determine whether or not his 
customers desire branded or private goods. Of 
{l) Chain Stores, P. 79, Hayward 
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course, chain as well as all stores would much 
rather sell private brands because a higher mark-
up may be obtained. Yet the needs and desires or 
the community to which it caters are very important. 
This problem belongs more to the store manB.ger than 
it does to the buyer, but the latter, by offering 
appealing merchandise that is properly priced, may 
eliminate part of the dirficulty. 
A buyer for a five-and-ten-cent chain 
store is said to divide his purchases more or less 
as follows: 
(1) Pdvertised lines. Such articles 
catch the eye of the consumer immediately 
on entering the store and makes prestige 
for the five-and-ten-cent company. More 
and more advertised articles are finding 
their way to their counters, owing to the 
profitable results that are obtained by 
manufacturers from this easy method of 
sampling. 
(2) Articles which will give the im-
pression of a great deal for the money. 
These have been purchased by the chain 
stores at bargain prices, with this in 
view. 
(3) Special-reature articles made to 
draw trade. (1) The buyer should constantly 
be on the lookout for good prices, but should 
(1) Chain Stores, P. 84, Hayward 
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never a acrifice · quality for price. The 
point that he should keep in mind at all 
times is that his cha.in has a reputation 
for giving good quality at a reasonable 
price. There are many chains that follow 
the policy of' buying branded goods only. 
The Piggly Wiggly stores do this because 
they prefer to let the manufacturer as-
sume the sel ling risk and effort. Other 
chains, such as Penny's, appeal to the 
middle classes and buy only staples, 
using no fancy or unusual goods. They 
do not desire to risk the chance of' carry-
ing goods that may be too changeable in 
demand. (1} 
The buyers for chain stores have s t ill 
another duty of' utmost importance to perform. 
That is to aid manufacturers by showing them the 
best way to make and market their products at the 
lowest possible selling price. Buyers have f're-
quently gone so far as to increase the manufac-
turer's efficiency and to make a larger output 
possible. 
Chain stores must render extremely ef'-
f'icient service to obtain customers for, as a 
whole, people would rather patronize locally-
owned stores and keep the money in their own town. 
To overcome this tendency they have found it very 
(1) Chain Stores, P. 85, Hayward 
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important to offer customers the following 
advent ages: (1) 
(1) Convenience of location. Chain 
s t ores generally select a location where people 
naturally pass. 
(2) Rapid service. Cash registers are 
available at every counter, while bundles are 
wrapped at the counter where purchases are made. 
This allows the customer to keep moving along so 
others do not have to wait so long. 
(3) All stock is kept open for customer 
inspection. A women, not intending to buy anything, 
may come in and, by the power of suggestion in front 
of her, something will very probably appeal and 
cause her to me.ke a purchase. 
(4) Customer demand is always catered to 
and the d esired stocks are always on hand. 
(5) Goods that are offered for sale are 
always fresh and presentable because t heir turnover 
is rapid. The aver age independant store will prob-
ably turn its stock three or four times a year at 
(1) Modern Merchandising, P. 9., Prob. 4 
the most, while chain stores orten have turnovers 
as many as six or seven times per year. 
(6) The store is compact and depar t -
ments are easily round. A wide variety of pur-
chases can be made without much walking. 
(7) Customers are not embarrassed in 
buying cheap-grade merchandise because they can 
buy the best that the store has to orfer them. 
(8) Generally, the personnel is much 
more efficient. Store buyers are very cap abl e. 
One buyer will purche.se for a particular depart-
ment and in that way soon know his line extremely 
well. Managers are high grade and ha ve been ver y 
carefully chosen. 
(9) Buy in large quantities at better 
prices than independent stores can. 
(10) Their principal service of economy 
is appreciated by all. 
Voluntary Chains 
Of recent date a new threat to all exist -
ing types of retail business ha.s become more and 
more apparent. This is found in the rise of t h e 
Voluntary chain store which is a.bl e to .offer 
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merchandise in direct competition to the chain 
stores. The voluntary type also buys at a saving 
in very large quantities. 
One form of this chain is based on the 
cooperative ownership of a wholesale house. 
Members save through buying out an existing 
wholesa.ler or by establishing their own. The 
retail owners hold stock, share all expenses, and 
elect the group that is to control the organiza-
tion. Salesmen are not needed and orders may be 
given by telephone. Advertising is done on a 
cooperative basis. Many chains use a single 
traveling buyer who purchases merchandise that he 
considers salable. When he buys, he does so with 
all stores in mind, usually sending the goods to 
the warehouse or directly to the store. 
The main obstacle facing the buyer here 
is whether or not he will have a spirit of coopera-
tion to back him up. There are many business men 
who believe that they are the only ones who should 
buy and anything that is bought for them will not 
appeal. Others feel that in using this method they 
must take everything that is sent to them regard-
less of locality differences. Some goods may sell 
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rapidly in one section of the city, but are un-
salable in others. Of course, an efficient 
buyer usually takes all of these factors into 
consideration and makes his purchases accord-
ingly. 
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CHAPTER X 
FASHION 
There is a fickle, teasing Goddess, 
Fantastic is her taste, playful in adornment, 
Who at every season seems to flee, .return and 
rise again, 
Proteus was her father, her name is Fashion. 
It has been mainly during the past twenty-
five years that the American people have become 
fashion-minded. Not ver y long ago it was believed 
tha t only . the wealthiest classes were interested in 
fashion. Prevailing style was thought to be beyond 
the reach of the middle and lower classes because 
these were supposed to be ignorant of such things 
as fashion trends. Then mass production and educa-
tion of the consumer entered the field, so that now 
fashion is within the reach o:f all. 
The terms "atyleu and "fashion~~' are :fre-
quently used to mean ·the same thing, but each has a 
defin itely di stinctive meaning of its own. "Style 
as applied to merchandise may be defined as the . 
characteristics embodied in it distinguish it from 
articles of similar nature. " (! ) Thus, every article 
(1) Retailing, P. 402, Brisco, N.A. 
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has a style, regardless of whether or not its style 
is in vogue. Fashion may be defined as "the prevail-
ing style at any given time."(l) During periods of 
depression customers do not demand frequent changes 
in styling, so that when designers create them, it 
takes a longer time for public adoption. 
As previously mentioned, the fashion angle 
of purchasing is becoming more and more vital every 
day. There are two reasons why the average customer 
buys. It is either because her present supply is 
inadequate and shows wear, or because a style with 
appeal has been launched.(2) Fashion consciousness 
plays a much more prominent part in the women's field 
than it does in the men's. But it is increasingly 
true that new fashions, rather than threadbare elbows, 
are providing an important stimulus for male purchas-
ing. Naturally, all encoura.gement toward this tendency 
means a broader market. We can now see from a sales 
viewpoint how important it is that a continuous study 
be made of fashion origins. 
Changes in menta apparel and accessories 
originate somewhat differently than do women's. For 
(1) Op., cit. P. 402 
(2) Advertising and Selling, P. 45, Nov. 3, 1938 
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men, new styles come about through attracting the 
favor of men of high social and financial prominence; 
while in the women's field, new designs are created 
for a few and copied for many. For example, the 
or i ginal users of the cmmels' hair coats were the 
Maharajahs of India. (1) British army officers then 
began to wear them for their luxury and resistance 
to extreme cold, while enterprising manufacturers 
soon made th~ available to the average man. 
Fa.shion may be a route to sales as the 
experience of the past fifteen years has shown. A 
good exaDlple of this lies in the railroads whose 
business a few years ago was practically non-exist-
ant . Intelligent leaders called in the industrial 
designers who restyled their crack trains for greater 
appeal. "Half the continent brought its lunch and 
s at down by the railroad tracks to see the Burlington's 
first Zephyr go by. 11 (2) Nothing that the railroads 
h ad done in the past fifty years had ever produced 
such a flood of publicity as the fashion job that 
they h ad done on that particular train. This is 
merel y one example of the prominent part that fashion 
(1) Op.cit ., P.45 
(2) Advertising and Selling, Aug. 1938, Kimball 
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or style creation may have on the effect of the sale 
of any article, whether it be a train, dress or coat. 
~nether example is found in the recent rise 
of skiing from e child's grune to a national winter 
pastime. Sales, which were once insignificant, have 
skyrocketed to unbelievable heights. Stores are 
selling thousands of dollars' worth of ski clothes 
and equipment. Railroads are selling thousands of 
dollars' worth of special snow train transportation. 
Northern resorts have added an entire new season's 
business which has helped them considerably. All 
this has come about because skiing is fashionable. 
Skating also followed suit, while sailing is now be-
ing populsrized in the same way. 
The above exrunples show us how important 
fashions may be. The buyers, as mentioned previously, 
must understand these trends and know their value. 
Many fashions come in, but all obviously do not go 
over. It is the purchasing agent's duty to realize 
this and buy accordingly; otherwise he will purchase 
in large quantities and be unable to sell these goods. 
It may be said tha.t there are two ways of 
merchandising fashion. The first is to "build a 
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fashion merchandising plan for each department so 
that the risk involved will be reduced to a minimum." 
(1) The second method is to capitalize on new fash-
ions, to build a reputation for fashion a.lertness --
both among the customers and the market. Thus the 
manufacturer who has a smart article to market will 
think of you first, and this is a tremendous advan-
tage for any store to have. If a buyer is continu-
ally on the alert and so manages to obtain new styled 
articles first, his store will become known as the 
11fashion center." 
The first of the two techniques provides 
a method for merchandising the volume of accepted 
fashion, while the second method provides for the 
merchandising of high fa.shion. The latter generally 
gives the buyer the most trouble and should always 
be bought carefully and with great discrimination. 
Every effort should be made to choose those items 
which have the greatest likelihood for developing 
into accepted fashion later. 
The buyer must always be especially aware 
of a. fa.d which is nothing more than "a miniature 
fashion."(2) This usually runs for a comparatively 
(1) How the Fa.ahion World Works, P. 52, Stevenaon,M. 
(2) Fashion Merchandising, P. 34, Nystrom, C.H., The 
Ronald Preas (New York 1932) 
. I 
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short time and applies to some unimportant detail 
in style of e.pparel, home furnishings, or other 
articles of use in which the quality of art is pres-
ent and important. 
The buyer may ask: "How can I tell whether 
this is a fad or not?" That is quite a problem, but 
only one of the many things that he must determine. 
Some say that a fad is generally obvious, though occ a-
tionally this does not hold true, and the buyer is un-
able to help himself. The principle to be followed 
here is that if there is any doubt whatsoever in the 
mind of the buyer, he should purchase the doubtful 
article in very small qu~tities or not at all. If 
it seems to establish a foothold he should then enter 
the market immedi~tely. 
During both the ups and downs of business 
cycles, fe.shion remains as the dominant factor in 
consumer choice, although price and quality also pl ay 
a more important part as shown in the following dia-
gram (1): 
(1) Retailing, P. 404, Brisco, N.A. 
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The point to be remembered is that the 
store most likely to succeed is the one that is able 
to sell the customer what she wants at the price which 
she is willing to pay. Consumers make the fashions 
and bring about severe changes in business. "It has 
cost Amer ican business concern millions of dollars 
to learn the simple fact that fe.shi.ons are social 
r a ther than business creations."(l) 
(1) Fashion Merchandising, P. 5, Nystrom 
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The f ashion cy cle is repres ented by a curve 
showing the follo wi ng five steps:(l) 
The tendencies of the fashion cycle are: 
(l) The faster the style grows, the more 
sudden the decline aJ."ld the abandonment will be . 
(2) Most fashions tend to increase in 
im9or tance more slowly than they decli ne in 
importance. 
(3) The more fundamental the fashion is, 
the longer its cycle will be. For example, 
fa~hions in silhouette may run for several 
years, while especially designed scarfs or 
ha..."ldkerchiefs may remain in style for a much 
shorter time -- perhaps two or t hree months. 
(l) Betailigg, P. 406, Brisco, N.A. 
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The purchasing agent should buy only after 
a careful survey has been made of all the factors in 
the situation. During each season there should be a 
period of study and exploration at a time when he is 
preparing to buy his merchandise. The most success-
ful buyer is not the one who goes into the market and 
places an order solely on the ground that the article 
appeals to his own tastes in that particular line. 
He thoroughly prepares himself and knows just what he 
is looking for, the type that he wants, and the price 
he can and is willing to pay. He will undoubtedly 
see many things that he had not anticipated, but as 
this visit is only a preliminary one, he still has 
ample time to think things over and carefully ~n~lyze 
each article that he has seen, making a choice that 
he believes will satisfy the needs of his customers. 
Successful buying requires a fashion sense 
and imagination; also a study of the store by the 
fashionist, combined with the balanced merchandising 
sense and co-ordination of the general merchandise 
manager. No store can ever hope to present the right 
kind of fashion without this team work. 
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A minor point upon which I will barely 
touch is the :fa.ct tha_t there are many people who 
are opposed to :r~shion. A :few religious leaders 
believe that it is immodest and sin:ful because it 
emphasizes the worldly rather than the spiritual. 
Some administrations have been opposed to it as a 
public health issue. For example, open-type women's 
shoes and :flimsy dresses can bring about sickness. 
Elderly people are gene·rally very much opposed to 
the movement. Pre.ctically every yee.r some fornia l 
resolutions are passed by organizations who condemn 
current :fashion and call upon their members, the 
school, the press, the church and society to stamp 
it out. Yet through it all fashion has continually 
progressed. 
Many buyers have :found it very pro:fi table 
to extensively advertise new seasonal showings, thus 
stimulating demand. On occasion it may even be a 
factor in the creation of new demands. Of course, 
its chie:f and most profitable use is in pushing that 
which already has a great acceptance. Fashion adver-
tising requires illustration. Word pictures are needed 
and are extremely valuable, but the fashion appeals 
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mainly to the eye. Illustrations should be done in 
good taste, up-to-date in execution, a.nd entirely 
representative in ~eeling as well as in description 
o~ the merchandise. Color is a highly important aid. 
Many buyers are o~ the opinion that fashion 
makes their jobs more dif~icult. Yet, it has been 
said that if there were no fashions, there would be 
no buyers, ~t least in the sense that we have them 
now. Buyers would merely be those whose only duty 
is to reorder staple goods. No skill would be re-
quired to purchase articles that have been in use 
~or years. 
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As shown in the body of this thes s, the 
problems of the b yer are very numerous and complex. 
f e is unsu ccessful, his store or department will 
like~ise be unsuccessful. Intelligent consideration 
of style, quantity, and quality is undoubtedly the 
deciding factor in the final profit. Unwise buying 
results in mark- downs and general losses due to an 
inability to keep turnover up to par. 
The purchasing agent must know his sources 
well . Some will go out of their way to buy mer han-
dise unaware of the fact that the same goods are 
available from nearby manufacturers, and thus add -
tional freight charges will be incurred. It has been 
said that the nearer the manufacturer is to the re-
tailer, the better their common understanding will be 
and both will prof t accordingly. 
Questions which always confront the buyer 
are : Bow much merchandise should be purchased? What 
quality will my customer want ? What is the purchasing 
power of the locali ty? At first glance, we would say 
that it is almost impossible to determine the a swers 
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to these. Yet, through accurate records kept by 
both the buyer and the manager, one should be able 
to answer these questions with comparative ease. 
He is able to know which goods are selling and which 
are not. · Since prices, quantities, ·and materials are 
all stated on these forms, he can easily see by look-
ing at the trend of sales what should or should not 
be bought. 
Many buyers have a great fear of mark.--downs. 
Naturally, this is not a pleasant task because it is 
an admission by the purchaser that he ordered incor-
rectly. He will then wait longer than he should, 
hoping that the merchandise will sell. Finally, all 
of the remaining stock will be forced to take a larger 
mark-down than would have originally been necessary. 
A few mark-downs are to be expected, but many are a 
nuisance and effect the net profit of the store. The 
manager, in setting up his potential figures, will 
allow a certain percentage of his merchandise to be 
marked down. This is in turn included in the mark-
up. But when the planned percentage is exceeded and 
t h e mark- ups are already taken, the mark-down is a 
loss to the store. It must be remembered that where 
there is a mark-up of forty per cent., it does not 
mean that out of every dollar sale there is forty 
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cent s net profit. Fixed charges, such as rent, wages, 
electricity and deprec~ation will call for approxi-
mately thirty-five out of the forty cents, leaving 
the store a net profit of five per cent. If a great 
runount of merchandise is marked down, it is very pos-
sible that the total five per cent. will be absorbed. 
If the buyer were able to eliminate customer 
returns, his tot~l volume of sales and mark-ups would 
be increased. This abnormal number of returns is very 
difficult to cope with. vVhen some departments have a 
re t urn of fifteen to twenty-five per cent. of their 
sales, we more readily realize the problem involved. 
Several concerns have attempted to find a solution, 
but they have met with very little success. If they 
would only take a more unified stand against the prac-
tice, some degree of success could be achieved. Of 
course, this is difficult and must be handled with a 
great deal of tact. \Vhen a customer has her mind set 
on returning an article, if we try to dissuade her, 
ill-will is created and that customer, as well as 
some of her friends, will be lost. These returns 
affect the buyer since they may show that he is not 
ordering the right merchandise. Yet it may not even 
be his fault. He may have reordered merchandise and 
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t his, combined with the returned goods, ma y exceed 
by far the amount that he had planned to have on 
hand. Of recent years there has been a tendency 
toward a more unified action. Stores in the larger 
cities are establishing set rules in regard to re-
turns, thus eliminating to a great degree many of 
the resulting difficulties. Yet unless the buyer 
and the store coopera.te, very little cen or will be 
done. More efficient adjustment bureaus are being 
established and this may be an aid to the problem. 
Another great problem which the buyer must 
face is that of the fashion trend. How is a purchas-
ing agent gGing to keep up with this? Human nature 
being the unpredictable thing that it is, the question 
is very difficult to answer. Those buying women's 
apparel bear the brunt of this problem. If a buyer 
does not have the correct fashions in stock, his store 
will develop a poor reputation. By having all fashions 
he may find himself overstocked. What is he to do? 
All that can be expected of him is that he do his best 
and when a new trend seems obvious, buy in a small 
quantity so that he can r ·eorder rapidly. He should 
bear in mind that it is better to run out of a 
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particular article than to be caught with an excessive 
amount on hand. 
In conclusion, I would like to say that I 
do not think the buyer's problems are fully appre-
ciated by the public. They are so numerous and varied 
that one hardly knows where to begin. Luck probably 
plays a large part along with a maximum of skill. 
Without one or the other he is certainly in a diffi-
cult position. 
The success of a store depends largely upon 
t h e success of its buyers. If they do not purchase 
what the public wants, nothing can save the store from 
bankruptcy. Therefore, a store is successful only to 
the extent that its buyers are successful. 
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